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Editorial Comment 
THE PRESIDENT RECOMMENDS ECONOMY 


message to Congress dealt at the 

outset with the existing depression 
and the means to be employed for re- 
lief. He enumerated the various mea- 
sures being undertaken by the Govern- 
ment, and asked for an _ additional 
appropriation of from $100,000,000 to 
$150,000,000 to speed up the emergency 
work. 

The President recommended further 
study of the Sherman anti-trust law 
and of the tax on capital gains, with a 
view to making any needed alterations 
in these two measures. His statement 
regarding the finances of the Govern 
ment follows: 


Posse to HOOVER’S annual 


“T shall submit the detailed financial 
position of the Government with 
recommendations in the usual budget 
message. I will at this time, however, 
mention that the budget estimates of 
receipts and expenditures for the cur- 
rent year were formulated by the 
Treasury and Budget Bureau at a time 
when it was impossible to forecast the 
severity of the business depression and 
have been most seriously affected by it. 
At that time a surplus of about $123,- 
000,000 was estimated for this fiscal 
year and tax reduction which affected 
the fiscal year to the extent of $75,000,- 
000 was authorized by the Congress, 
thus reducing the estimated surplus to 
about $48,000,000. 

“Closely revised estimates now made 
by the Treasury and the Bureau of 
the Budget of the tax, postal and other 
receipts for the current fiscal year 
indicate a decrease of about $430,000,- 
000 from the estimate of a year ago, 
of which about $75,000,000 is due to 
tax reduction, leaving about $355,000,- 
000 due to the depression. 


“Moreover, legislation enacted by 
Congress subsequent to the submission 
of the budget enlarging Federal con- 
struction work to expand employment 
and for increase in veterans services 
and other items, have increased expen- 
ditures during the current fiscal year 
by about $225,000,000. 

“Thus the decrease of $430,000,000 
in revenue and the increase of $225,- 
000,000 in expenditure adversely 
change the original budget situation by 
about $655,000,000. This large sum 
is offset by the original estimated sur- 
plus a year ago of about $123,000,000, 
by the application of $185,000,000 of 
interest payments upon the foreign 


debt to current expenditures, by ar- 
rangements of the Farm Board through 


repayments, etc., in consequence of 
which they reduced their net cash de- 
mands upon the Treasury by $100,000,- 
000 in this period, and by about 
$67,000,000 economies and deferments 
brought about in the Government, thus 
reducing the practical effect of the 
change in the situation to an estimated 
deficit of about $180,000,000 for the 
present fiscal year. I shall make sug- 
gestions for handling the present-year 
deficit in the budget message, but I do 
not favor encroachment upon the statu- 
tory reduction of the public debt. 

“While it will be necessary in public 
interest to further increase expenditures 
during the current fiscal year in aid to 
unemployment by speeding up construc: 
tion work and aid to the farmers af- 
fected by the drought, I cannot empha- 
size too strongly the absolute necessity 
to defer any other plans for increase 
of Government expenditures. 

“The budget for 1932 fiscal year in- 
dicates estimated expenditure of about 
$4,054,000,000, including postal deficit. 
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The receipts are estimated at about 
$4,085,000,000 if the temporary tax 
reduction of last year be discontinued, 
leaving a surplus of only about $30,- 
000,000. Most rigid economy is there- 
fore necessary to avoid increase in 
taxes.” 


At a time like the present, with so 
many schemes being put forward to 
afford relief, it will be difficult to prac- 
tice that rigid economy which the 
President declares to be necessary to 
avoid increase in taxes. There is al- 
ready a practical certainty that the re- 
duction in taxation which had been 
expected cannot be made, which of 
itself is disappointing enough, but it 
may at least be hoped by the practice 
of that rigid economy which the Presi- 
dent enjoins that the revival of business 
may not be further impeded by an in- 
crease in taxation. 


SOUNDNESS OF RETAIL CREDIT 


cently brought out in regard to 

retail credit in the report of a 
survey made by ‘Edwin B. George, 
Chief of the Marketing Service Divi- 
sion of the Bureau of Foreign and 
Domestic Commerce. Even including 
some losses which might be avoided, 
on an annual retail credit volume of 
over $20,000,000,000 the total loss was 
about $200,000,000, or 1 per cent. Of 
the total above given $5,000,000,000 
represented instalment credit purchases 
and $15,000,000,000 open credit trans- 
actions. 

There are at least two reasons why 
those who use retail credit pay up: 
the honesty of the average person, and 
the realization that this is the only way 
of keeping such credit available. 

Only in comparatively recent times 
has much attention been paid to con- 
sumers’ credit. Orthodox opinion has 
been to the effect that while the financ- 
ing of production was an_ entirely 
legitimate credit function, such facili- 
ties ought not to be extended to the 
Probably the banker looked 
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at the matter like this: Goods fashioned 
for consumption he could see, and per- 
haps have some kind of lien on them; 
but goods rapidly consumed could not 
be thus earmarked, so to speak. 

With. respect to certain kinds of 
goods, the orthodox view has under- 
gone some modification. Household 
furniture and equipment of various 
kinds are now sold in large volume 
on instalment credit. And while the 
banks do not handle these credits 
directly or in the first instance, they 
absorb them later from the finance 
companies. 

A large part of the $15,000,000,000 
of open credits must represent goods 
outside the categories mentioned, such 
as meats and provisions of various kinds 
entering into daily consumption. The 
fact that so large an amount of credit 
business is done annually, and with 
such a small percentage of loss, is of 
very great interest. Here again, while 
these open credits are given by mer- 
chants, the latter may have credit lines 
at the banks which make it possible for 
them to carry this huge sum on their 
books. Even if the financing of con- 
sumer credit were equally as sound as 
financing for production, the banks 
could not handle this business so con- 
veniently as the retailers themselves. 
The retail dealer knows his customers, 
many of whom may be totally un- 
known to the banks. And besides, the 
handling of a large number of small 
credit accounts economically is one the 
banks have only lately tackled and not 
yet solved. 

Whether in the many changes which 
banking and business are undergoing a 
more direct handling of retail credit 
may in time be taken over by the 
banks remains to be seen. At any rate, 
the large proportions which this form 
of credit has attained and its safety 
will demand increasing attention in the 
future. Sermons about mortgaging 
one’s future will not keep people from 
buying on instalments or using open 
retail credit when necessary. The pru- 
dent use of credit is a benefit to the 
individual and to manufacturers and 
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merchants. The imprudent use of 
credit either by producers or consumers 
has different results. 


BETTER BANKING 
CONFERENCES 


HILE much attention is being 
bestowed upon the large 
annual number of bank fail- 


ures, less publicity is given to the 
efforts to improve the country’s banking 
standards, and perhaps for the reason 
that these efforts lack the sensational 
quality supposed to be an essential in- 
gredient of news. But one who devotes 
much study to recent banking develop- 
ments cannot fail to be impressed by 
the fact that in many sections of the 
country resolute and practical attempts 
are being made looking to a decided 
improvement in banking standards. 

It is true that some of these attempts 
are rather one-sided. They are aimed 
more at increasing profits than in 
instilling in the mind of the banker the 
desirability of efficient management all 
along the line. Desirable as it may be 
to have depositors keep an adequate 
balance, to make a service charge on 
unprofitable accounts, etc., the essentials 
of sound bank management are not all 
fulfilled when these objects have been 
attained. 

Recently a New England Bank Man- 
agement Conference was held at Bos- 
ton, and here are the topics discussed: 
“The Moral Responsibility of Bank 
Directors’; “Reports to Directors”; 
“Personnel and Accounting Safeguards, 
Depreciation Accounts and Conserva- 
tion of Earnings”; “Sound Loan Policy 
for a Country Bank”; “Real Estate 
and Agricultural Loans”; “Credit Bu- 
reaus”; “Profit-Producing Policies”; 
“Bank Lobby Displays.” 

There are two notable features in 
this program: with one exception none 
of the topics dealt directly with the 
subject of profit; there was no subject 
relating to the business depression, the 
affairs of Europe or of the world in 
general. The thing that most concerned 
these practicalminded New England 
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bankers was how to run their own 
banks with safe service to the public 
and the incidental profit to be derived 
from such service. 

Banks are not justly open to criti- 
cism when they seek to make their 
accounts show a profit. People who 
use the facilities of a bank, and them- 
selves profit by their use, ought to be 
willing to make an adequate return for 
such service. But there is perhaps too 
much of a disposition on the part of 
the banks to think of the lack of profit 
on accounts with a small balance and 
to forget the weightier matters of 
management, which after all have a 
more important bearing on the net 
earnings account. 

Profit is essential to successful bank- 
ing, but making a service charge on 
accounts, however justifiable and neces- 
sary, is frequently of less importance 
than to have the management efficient 
at all points. A defective system of ex- 
amination and auditing, for example, 
may cost a bank more in a week than 
it will lose in a year by carrying ac- 
counts with inadequate balances. 


RECENT BANK FAILURES 


HE failure of a number of banks 
recently in Kentucky, Tennessee, 
North Carolina, Arkansas and 
other states will cause fresh considera- 
tion to be given the affiliation of banks 
with chains, holding and investment 
companies, for in some cases, though 
not in all, the failed banks have been 
thus connected. The fact of such as- 
sociation is, however, far from proving 
that it was the prime cause of failure 
in every instance, though in several 
cases the suspensions would have been 
less numerous but for such affiliations. 
That is, had some of the failed banks 
kept their independence they would 
still be doing business. A bank mem- 
ber of a chain or group, though indi- 
vidually sound enough, has to succumb 
once it becomes known that it is a 
part of a chain that has become 
weakened to the breaking point. While 
this may be an argument against group 
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or chain banking, it applies also to 
branches of a head office bank. When 
the latter closes, the branches must shut 
up also, though many of them may be 
solvent so far as their local business is 
concerned. 

If, therefore, any deductions are to 
be drawn from the recent numerous 
bank failures where the suspending 
banks were affliated in any of the 
ways mentioned above, it would seem 
that unit or independent banking comes 
cut best. This conclusion is somewhat 
weakened by the fact that quite a 
number of the recent failures were 
those of unit banks. 

At any rate, one lesson seems plain 
enough from these recent happenings. 
It is this, that a unit bank, when tying 
up with a group or chain, should con- 
sider most carefully whether such affilia- 
tion will result in increased strength 
or be a source of weakness. This will 
depend primarily on the purposes and 
management of the holding company. 
That the objects of some of these con- 
cerns are of themselves laudable is 
hardly open to question. It is also 
true that some of them are honestly 
and capably managed. But even under 
these favorable conditions the bank 
holding company going rather far afield, 
and attempting what is practically a 
new form of bank ownership and man- 
agement, may find successful operation 
exceedingly difficult, especially in times 
like the present. 

Recent experience would seem to 
indicate that, for their own safety as 
well as in the public interests, bank 
holding companies will have to be 
brought under stricter legal supervision. 

Another problem is gradually emerg- 
ing. It relates to the combination of 
investment banking with the ordinary 
operations of a commercial bank. In 
many instances this combination is in- 
direct. The bank forms an affiliated 
investment company, usually owned by 
the bank’s shareholders. This renders 
the connection so close as to make the 
two. institutions almost identical. 

There is much opinion current to the 
effect that strictly commercial banking 


is something belonging to the past. 
Whether this development is altogether 
beneficial or not, is another matter. 

A great deal of the investment busi- 
ness is carried on by private firms, the 
majority of them being reputable and 
well-established. But there are not a 
few of another kind. 

It is at least a possibility that in the 
future it may be found that the invest- 
ment business could be most safely and 
profitably conducted by investment 
banks, incorporated under Federal or 
state laws, and with the functions in’ 
dicated by their title. 


THE ATTACK ON THE GOLD 
STANDARD 


ROM various quarters come re- 
newal of attacks on the gold stand- 


ard of value. Some of these 
assaults proceed from amateur “econo- 
mists” who are more eager for publicity 
than for truth. Others are made by 
bankers of reputation who are seem: 
ingly carried along on the wave of 
false doctrine now sweeping over the 
world. Men eminent in political life, 
seeking for a single and simple explana- 
tion of existing troubles, find it in the 
gold standard. Remedy that difficulty, 
they say, and all will be well. Of 
this kind of advice was a recent ad- 
dress by Lord d’Abernon, made before 
the Liverpool Incorporated Chamber 
of Commerce. The main idea running 
through his address may be seen from 
the following summary, made by the 
London Times: 


“He was inclined to be _ sceptical 
about overproduction when applied to 
staple trades and the larger require- 
ments of mankind. The more plenteous 
the bounty of Providence, the more 
effective the ability to produce, the 
better for mankind if mankind was 
intelligent enough to handle the goods 
efficiently. Failure proceeded from in- 
adequate facilities of circulation and 
exchange rather than from excessive 
ability to produce. Another peculiarity 
of the crisis was the complete failure 
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of politicians in this or any other coun- 
try to suggest an adequate remedy. 

“What was the reason for this 
strange failure? In his judgment, false 
diagnosis of the real causes of the 
present distress. It had been treated 
solely as a trade crisis, when it should 
be considered rather as a crisis of cur- 
rency in the first place, and a crisis of 
indebtedness in the second, the one 
complicating the other; both aggravated 
by defective lubrication through the 
money factor and through impediments 
to trade. 

“What had happened was not that 
this or that commodity had fallen in 
price, but that gold had risen. The 
gold standard of the world had become 
unstable. 

“The government might _ initiate, 
without loss of time, negotiations with 
the principal gold-holding and _ gold- 
using countries of the world, with a 
view to arresting excessive enhance- 
ment in the price of gold, which has 
already occurred, and which threatened 
to proceed farther. Unless effective 
measures were taken, the result would 
be a world-wide catastrophe, both eco- 
nomical and _ political. 

“If we desired a return of good 
market conditions in cotton or wheat, 
or any other commodity; if we wished 
for higher freights and more trade 
activity, we would achieve these with 
greater certainty and greater speed by 
dealing with the gold and currency 
problem than by any other means.” 


In the last ten years there has been 
no such variation in the production of 
gold as would warrant the conclusion 
that the gold standard is responsible for 
present economic conditions. There has 
been, in this period, such an output of 
credit as to lead to a degree of infla- 
tion never possible to sustain for any 
considerable length of time, and a 
misuse of much of this credit making 
the collapse more certain. 

But to ascribe all our ills to currency 
inflation would be repeating the mis- 
take of Lord d’Abernon, who thinks 


we should get out of the woods more 


quickly “by dealing with the gold and 
currency problems than by any other 
means.” 

It is feared that all who hold this 
view are really thinking in terms of 
credit inflation. They want more 
money—a greater volume of credit 
issued on the existing gold base. But 
surely the rise in prices, which so many 
consider as the one thing indispensable 
to prosperity, is not at present being 
delayed by credit scarcity. 

The friends of the gold standard 
assuming that there are any left—will 
be called on to adopt strong defensive 
measures, unless they expect to witness 
a vigorous and possibly successful at- 
tack against that standard. 


GOVERNMENT IN _ BUSINESS 


Where in our experience as a nation, ot 
in the experience of anybody else, have we 
brought out a wisdom superior to that of the 
man experienced in the business that is 
affected by the controversy. What is there 
in our experience as a people to say that 
a political board sitting at Washington can 
tell anyone in this country how more efh- 
ciently to conduct his business?—Otis T. 
Wingo. 


HE above pertinent question was 

asked by the late Hon. Otis T. 

Wingo, long a member of the 
House of Representatives from an Ar- 
kansas district, and for several years a 
member of the Banking and Currency 
Committee. His question was propounded 
during the hearings before that commit- 
tee on “A bill for price stabilization,” 
in March, 1928. Presumably, Mr. Wingo 
had in mind the Federal Reserve 
Board, though his question is applicable 
to the numerous regulatory boards and 
commissions of like character domiciled 
at Washington. Merely to enumerate 
these boards and (commissions taxes 
the memory. There are the Interstate 
Commerce Commission, regulating the 
railroads; the Federal Trade Commis- 
sion, seeing that business is conducted 
according to Washington ideals; the 
Tariff Commission, whose real duties 
are somewhat hazy; the Federal Farm 
Board, for the purpose of subsidizing 
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the production of wheat and cotton 
and keeping up the price to consumers 
of those commodities; the Federal Re- 
serve Board, regulating credit from 
Washington; there are some other com- 
missions and the Shipping Board. 

Just now the railways of the country 
are in a serious position, as evidenced 
by the marked decline in the net in- 
come of a number of the leading lines. 
They lack the power to take the neces- 
sary remedial steps without first getting 
the consent of the Interstate Commerce 
Commission, whose leisurely decision 
may come too late for some of the most 
distressed lines. Without the consent 
of this commission new lines of rail- 
way cannot be built, new securities 
issued, nor rates advanced. 

The Federal Reserve Board exercises 
control over one of the most vital func- 
tions of the Federal Reserve banks, 
the fixing of the rate of discount. This 
board has an even larger grant of 
authority over the Federal Reserve 
banks in its right to remove their 
directors. 

In view of the extension of Federal 
control over business, and the results 
of it, the concluding sentence of Mr. 
Wingo’s inquiry may well be pondered: 


“What is there in our experience 
as a people to say that a political board 
sitting at Washington can tell anyone 
in this country how more efficiently to 
conduct his business?” 


THE GROWTH OF GROUP 
BANKING 


which was the head of a group 

organization has directed fresh in- 
terest toward that system of banking 
as a whole. Whatever one may think 
of the system itself, one fact is clear: 
it is growing at an astonishing rate. 
According to a compilation published 
in The Covered Wagon, the official 
organ of the Northwest Bancorpora- 
tion, there were on June 30 last thirty- 
one of these groups, with 626 affiliates, 
whose aggregate resources were $7,832,- 


recs of a Kentucky bank 


473,866. This compilation did not in- 
clude a number of the smaller “chain” 
systems, nor the branch bank systems 
It was estimated that, were the latter 
included, the total resources represented 
would be about $18,000,000,000 or 
some 25 per cent. of the total banking 
resources of the country. 

In looking over a list of the heads 
of these groups, it will be seen that 
they include several of the country’s 
well-known and highly reputable banks. 
In fact, this character may be given the 
list as a whole. But one cannot escape 
the conviction that, however old and 
reputable a bank may be, it encounters 
dangers in entering into the group sys- 
tem. The history of the National 
Bank of Kentucky is a case in point. 
It had a long and honorable record. 
Doubtless its entrance into the group 
system called for extended activities 
outside the ordinary scope of banking, 
and with which the management lacked 
experience. 

Unit banks that surrender a large 
part of their autonomy to a group 
may do so from two motives: to sell 
some or all of their stock at a good 
profit, or to gain the additional sup- 
port expected by the group afhliation. 
As to the latter, they must remember 
that they also entangle themselves with 
a large alien control whose operations 
may bring the heretofore independent 
bank to grief. 

Until there is more experience with 
the group system some of the big 
banks of the country may well be chary 
about entering into it. Such an ex- 
tension of a large city bank’s activities 
means a sudden accession of resources 
and the taking over of new and un- 
familiar problems. For, like other 
forms of business, banking in a small 
town is not the same as it is in New 
York or Chicago. Some of the largest 


banks in the country have not hesitated 
in making it known that they are far 
from being eager to go into branch 
banking outside the limits of their re- 
spective cities. 

While safety to the public should be 


a prime concern of banking, the owners 
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ot a bank may well weigh all the 
circumstances before tying up with a 
group. So, also, may the big bank be 
sure that it will be better off as the 
head of a group before entering into 
that larger and more spectacular phase 
of banking. 


EXTENSION OF THE INSUR- 
ANCE PRINCIPLE 


IMES like the present are almost 
certain to witness the birth of 


various financial expedients de- 
signed to prevent, or at least to 
alleviate, the severities which accom: 
pany serious periods of depression. 

Many who are opposed to some kind 
of state unemployment insurance fail 
to see that such insurance is now in 
force in a limited way and in a differ- 
ent form. The vast sums being used 
by various governments in speeding up 
construction work in order to provide 
work represent a species of unemploy- 
ment insurance. 

If society must assume the responsi- 
bility of providing jobs for all, or to 
afford some kind of support for the 
unemployed, perhaps it could be done 
more efficiently by a planned and 
organized system instead of by the 
hurriedly-devised schemes now being 
utilized. 

The arguments against unemployment 
insurance are familiar enough; so is the 
unsatisfactory experience of countries 
where such a system prevails. But al- 
though many are convinced by these 
arguments and experience that unem- 
ployment insurance is undesirable, the 
fact remains that we are practicing a 
form of it in this country already, and 
he would be a courageous man who 
would undertake to oppose what is 
being done in this direction. There are 
many who doubt whether some of the 
expedients employed may not, in the 
long run, do more harm than good. 
This is a difference about methods. 


There is little or no difference of 
opinion that something ought to be 
done. 

It is true that neither the Federal 
Government nor the states have 
adopted a legislative plan for unem- 
pioyment insurance. The present activi- 
ties are voluntary and rather miscel- 
laneous in character. And as it may 
be admitted that the present depression 
is exceptionally severe, perhaps relief 
measures may be more justifiable than 
in ordinary crises. But a precedent 
has been established which it will be 
hard to break, and it will be rather 
surprising if some form of legalized un- 
employment insurance does not emerge 
from recent experience. 

That state systems of unemployment 
insurance will inevitably call for large 
outlays may be inferred from Eng- 
land’s experience. Commenting on the 
subject in November last, the London 
Times said: 


“The total expenditure on the un- 
employed this year will amount to 
about £97,000,000, of which £67,000,- 
000 will come from the taxpayer and 
£30,000,000 from employers and em- 
ployed. Next year the charge will be 
very much higher, unless there is some 
totally unexpected decline in the volume 
of unemployment, or some change in 
the present so-called unemployment in- 
surance system.” 


Perhaps there may be some analogy 
etween this form of insurance and 
that relating to bank deposits. It has 
been pointed out that could the loans 
of the banks be insured, depositors 
would not likely suffer. And it may 
be that were employers assured of 
steady and reasonable profit, the prob- 
lem of unemployment would be solved. 

Lately a proposal has been put forth 
to insure investors against loss. This 
contemplates an extension of the insur- 
ance principle into new and untried 


fields. 





My Type of Banker 


By RoBert M. WHITE 


What qualities should the “ideal banker” possess? 


This is the question which 


William H. Kniffin, Jr., vice-president of the Bank of Rockville Centre Trust Com- 
pany, Rockville Centre, N. Y., put to his class in banking at the Monmouth (N. J.) 
Chapter of the A. I. B. Each member of the class wrote a short thumbnail sketch 


outlining his or her ideas of what a banker should be. 
to allow the best of these to be published in THE BANKERS MAGAZINE. 


Mr. Kniffin has consented 
They will 


appear once each month. 


LIKE the “yes” and “no” type of 
banker—one who can tell you 
straight from the shoulder just 
what he thinks; one who cannot be 
bullied, who has a mind of his own 
and who will not let one of those 
“high pressure” salesmen or a customer 
“take him for a ride.” 

In the case of borrowing money, 
after the banker has questioned the 
customer and learned the necessary 
things, he can pretty readily tell 
whether or not he intends to give the 
custome: any credit, and I would pre- 
fer that he tell the customer “yes” 
or “no,” and if he says “no,” tell the 
customer why. 

In a great many cases, people think 
a bank is supposed to lend money to 
almost anybody, provided they fill out 
a note, not thinking that the banker 
considers the question as to how soon 
they are going to pay it back; whether 
they have an account in this particular 
bank; who they have for an indorser; 
what they have for collateral, etc. A 
little courteous explanation may mean 
a great deal to some of these folk, 
may be the cause of their starting an 
account later on, laying something 
aside for a rainy day or for furthering 
future credit. 

I also like the type of banker, in an 
official, who, in case his bank makes 
a mistake on some customer's account, 
or a teller overpays or short-changes a 
customer, will courteously rectify it 
rather than the type who gruffly says 


that his bank never makes a mistake. 
I have seen this type of banker and 
have heard complaints from customers 
about him. 

Unquestionably, everyone likes to 
see a fairly well dressed bank employe, 
but not necessarily a tailor’s model. 
Clothes do not make the man, in my 
opinion, and I would much rather see 
the employe not quite so neatly dressed, 
but a little more courteous to the cus- 
tomer, thereby making the customer a 
friend of the bank, and making him 
want to do his banking business with 
this bank. 

WANTED 


WaANTED—A man for hard work and rapid 
promotion; a man who can find things to 
be done without the help of a manager and 
three assistants. 

A man who gets to work on time in the 
morning and does not imperil the lives of 
others in an attempt to be first off the job 
at night. 

A man who is neat in workmanship and 
does not sulk for an hour’s overtime in 
emergencies. 

A man who listens carefully when he is 
spoken to and asks only enough questions 
to insure the accurate carrying out of in- 
structions. 

A man who moves quickly and makes 
as little noise as possible about it. 

A man who looks you straight in the 
eye and tells the truth every time. 

A man who is cheerful, courteous to 
everyone, and determined to “make good.” 

A man who, when he does not know 
says, “I don’t know,” and when he is 


asked to do anything says, “I'll try.”°— 
The Teller, of the Union Trust Company 
of Cleveland. 
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Are Big Banks More Profitable? 


A Study of Net Profits 


Per Dollar of Capital, Surplus and 


Profits 


By JosePH: StaGG LAWRENCE 


many attractions of an abstract 
character to the investor, attrac- 
tions which bear excellent promise of 
subsequent conversion into the more 
material substance of income. To 
illustrate this a few preliminary, ele- 
mentary observations are necessary. 
The commercial bank earns an in- 
come by the sale of its highly liquid, 
non-interest-bearing credit for the less 
liquid interest-bearing credit of the 
customer. In other words, the bank 
accepts the client’s note for $100 with 


By concentration presents 


it is obviously selling what it does not 
possess in the concrete. Should these 
clients all demand payment at the same 
time or in fact if any substantial por 
tion of them should demand payment 
at the same time, the bank would have 
to confess an inability to respond. 
Every bank faces this hazard and its 
appearance invariably spells insolvency 
unless the bank can secure reinforce- 
ments. 

It will be seen that the greater the 
ratio of credit outstanding to cash and 
the less frequently the clients demand 








This is the last of a series of articles based on a study of 
the relative efficiency of various sized banks from the stand- 
point of safety, profits and service to the business community. 
The complete study is contained in the author’s new book, “Bank- 


ing Concentration in the United States,” 


which is now ready 


for distribution, published by the Bankers Publishing Company, 


New York. 








interest and gives him the right to 
demand payment of a similar amount 
without interest. Now, if it were in- 
variably the case that the client with- 
drew the proceeds of his loan in hard 
cash at once the business of banking 
would hardly be profitable. In that 
case the credit power of the bank 
would coincide with the actual cash 
in its possession. Thus the bank would 
have no advantage whatsoever over 
any private citizen. It would be sell- 
ing no credit at all but merely lending 
money. The profits of banking arise 
from the ability of the bank to lend, 
in a sense, something which it does 
not have. If a bank with $1000 of 
real cash lends $10,000 to its clients 


payment the greater the profit of the 
bank, assuming equal good fortune in 
the appraisal of credit risks. Every 
bank, therefore, seeks to conduct its 
business in such a fashion that the 
right to demand immediate payment, 
sold to its clients, will in fact not be 
exercised. Our early pre-Civil War 
banks issued circulating notes which 
were merely negotiable deposit slips 
payable on demand. They correspond 
to the checks in use today. These 
primitive bankers were very direct in 
their efforts to prevent the presentation 
of the obligations which they had sold. 
The notes were issued in distant com- 
munities and every obstacle placed in 
the path of redemption. Such efforts 
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cannot very well be tolerated today. 
Yet the banker of today strives con- 
stantly to achieve the same end through 
means which in some cases do not 
restrict the rights of the depositor at 
all and in other cases only mildly as 
compared to methods of his professional 
progenitors, 


PURPOSE OF MINIMUM DEPOSITS 


When the banker insists upon the 
maintenance of a minimum deposit 
which bears a definite relation to the 
amount of a loan he is merely assuring 
himself against the exercise of those 
rights of the depositor which will im- 
pair his profit. When the banker seeks 
to encourage local enterprise and when 
he assumes those many related functions 
which constitute integrated banking he 
is merely striving to effect in a more re- 
fined and less inequitable fashion those 
same ends which motivated his prede- 
cessors. 

Here consolidation and branch expan- 
sion step in to help the banker. Through 
both methods the greater bank places 
itself in a position to catch a larger 
portion of the back-flow of expenditures. 
By providing banking facilities for an 
increasing part of the community it re- 
duces the proportion of its credit drafts 
which first find their way into other 
banks. In the second place, the service 
of a wider area brings compensatory 
movements which the small unit bank 
does not have. Where the large bank 
serves a number of communities the 
outward flow in one may be met by an 
inward flow in another. The amount 
of clearings necessary for a joint system 
of ten banks is far less than the clear- 
ings of a similar number of independent 
banks. This is merely another illustra- 
tion of the principle of diversification in 
which the credit drains of one bank or 
group of banks in a system are counter- 
balanced by the gains of another group. 
Such an arrangement not only decreases 
the occasions on which it is necessary 
for the system to resort to its cash re- 
serves but reduces the extent to which 
inroads must be made. As a result we 


have a definite economy in large-scale 
banking which finds reflection in two 
significant bank items. There is a re- 
duction in the capital necessary for safe 
banking in relation to a given amount 
of liabilities and a similar reduction in 
the reserves required to assure payment 
of demands. From the standpoint of 
bank profits both economies are impor- 
tant. It can be stated as a rule of 
banking that, other things being equal, 
the greater the ratio of deposit liabilities 
to bank capital the greater the profits 
of the bank. Since cash reserves are 
idle bank merchandise which brings no 
return, it is obvious that a reduction in 
the amount necessary should increase 
bank profits. 

On these two scores the progress of 
American banking concentration offers 
an agreeable contrast. Let us take the 
national banks in our three original 
Central Reserve cities, New York, Chi- 
cago and St. Louis. In 1914 these 
banks showed a ratio of deposits to 
capital of 5.1 and deposits to cash of 
4.5. In the fall of 1929 these banks, 
now the result of numerous consolida- 
tions and direct growth, had so far im- 
proved the position of the depositor as 
to provide one dollar of capital for 
every $2.45 of deposits, approximately 
five and a half times as much capital 
protection as that afforded the English 
depositor. In the matter of liquidity 
the American bank now had one dollar 
of cash or its equivalent in Federal Re- 
serve credit for every $5.50 which it 
owed to its own depositors. This is a 
better cash position than that indicated 
for the banks of Great Britain since 
the latter country probably employs 
cash in the settlement of its business to 
a greater extent than does our own. 
English banks would therefore normally 
require more cash in relation to de- 
posits than American banks. 


STRENGTH VS. PROFITS 


Thus our great banks, while appar- 
ently permitting their profit prospects 
to suffer, are determined to maintain 
their strength. This is the result largely 
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of popular and bank psychology in this 
country. Our students of banking, the 
general public and the banks themselves 
have always emphasized the capital 
fund of the bank as the institution's 
hostage to safety. The difference be- 
tween American and English and Ca- 
nadian banks in the attitude toward 
capital is well illustrated by their ad- 
vertisements. When an English or 
Canadian bank attempts to convey the 
impression of strength by a single figure 
it offers total resources. The American 
bank in contrast almost invariably em- 
phasizes its capital fund. Here is the 
Central Hanover Bank and Trust Com- 
pany concluding a full page ad with 
the proud assurance, “Capital, Surplus 
and Undivided Profits Over One Hun- 
dred Million Dollars.” The Bank of 
Montreal, on the other hand, tells us 
“Total Assets in Excess of $960,000,- 
000.” As a matter of pure pride, our 
great banks would probably rather enjoy 
pre-eminence in capital strength than 
in the aggregate of assets even though 
the latter might signify greater income. 
As a result of the peculiar character of 
American banking rivalry and an odd 
twist in banking psychology we find the 
concentration movement leading our 
banks in a direction opposed to private 
interest in favor of a greater measure 
of public protection. 

From the point of view of credit flow 
and interflow the object of branch ex- 
pansion and other forms of afhliation 
resulting in a broader geographic base 
and an increased number of offices is to 
reduce the hazard of heavy demands for 
payments to the bank’s clients, to 
minimize their effects by the assurance 
of ample counter receipts in the form 
of claims on other banks, to safeguard 
the cash and reduce to a minimum the 
amount necessary in the conduct of the 
business. Banking concentration, there- 
fore, seeks to effect in an entirely legiti- 
mate fashion that avoidance of final 
cash payment which our earlier banks 
sought through the location of issuing 
banks in the depths of the wilderness. 

Even as physical expansion has for 
its purpose the capture of the bank’s 


errant credit even so do the various 
forms of bank integration strive to dis- 
courage the departure of bank funds. 
Consider the sale of securities. The 
client has accumulated a balance whose 
reduction investment prudence demands. 
He goes to his banker. Can he recom- 
mend anything? It is costly advice for 
the banker to give since its acceptance 
will result in the diminution of a fat 
account. He swallows hard and re- 
luctantly obliges the customer. This 
difficulty has been met very nicely by 
the great bank. It has acquired a se- 
curity afhliate which devotes its energy 
to the distribution of securities. Nat- 
urally the bank will expect the cor- 
poration whose obligations it is selling 
to retain the proceeds in the bank until 
they are used. When the client of the 
bank now asks for investment advice 
it becomes a counsel of pleasure. He is 
urged to buy a hundred shares of 
Unico Copper and another hundred of 
Pan American Utility, in the distribu- 
tion of which the security afhliate is 
then ardently engaged. The client’s 
account is charged with the amount of 
his investment and the accounts of 
Unico Copper Company and _ Pan 
American Utility, Inc., are credited 
with a similar amount minus the com- 
mission which is credited to profit and 
loss of the bank. The client has made 
his investment. Securities of two other 
corporate clients have been sold. The 
departing credit of the investor has been 
waylaid by the investment counsel of 
an official and led gently back into the 
bank and the profits of the bank have 
been augmented. It is a delightful ar- 
rangement. 

Of course the game does not stop 
here. The two corporations will shortly 
wish to expend their newly acquired 
capital and here again the bank will 
lend a helping hand. Insofar as it is 
practicable the bank will try to induce 
the two companies to favor other 
clients of the bank in their expendi- 
tures. The copper company, for ex- 
ample, may wish to purchase some min- 
ing equipment. Among the clients of 
the bank is one who manufactures such 
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equipment. He will be grateful to the 
bank for the business which it has sent 
to him. It will fortify his allegiance 
and when he receives payment the check 
will be deposited in the bank on which 
it is drawn and another attempt of 
credit to escape will have been nipped 
in the bud. 


IMPORTANCE OF TRUST BUSINESS 


Consider the trust business of a bank. 
As in the case of security sales the bank 
receives direct compensation for services 
performed. Here again is an oppor- 
tunity to keep accounts in the bank and 
attract others. A man dies. The bank 
is appointed trustee. Some of the es- 
tate is liquidated at once and the pro- 
ceeds invested on behalf of the bene- 
ficiaries. The trustee will obviously not 
ignore such investment opportunities as 
the security affiliate will provide. There 
are commissions to be earned both ways 
and the funds will remain in the bank. 
Furthermore, the beneficiaries will es- 
tablish accounts, if they do not already 
have them, into which the income will 
be paid. To a certain extent this in- 
come is paid from other accounts he- 
longing to corporations who are paying 
interest on bonds or dividends on stock. 
Again the risk of exposing the bank 
credits to alien atmosphere is reduced. 

All of these functions which in the 
integration of banking have been ac- 
quired are additional roots with which 


the great trunk and branch system sup- 
ports itself. The more numerous’ these 
roots and the deeper they sink the more 
stable the business of the bank. One 
form of service leads naturally into an- 
other and the greatest hazard of bank- 
ing, the simultaneous demand for pay- 
ment by a substantial number of clients, 
is reduced. This, the protection of the 
bank’s accounts, is probably the strong: 
est motive for integration. 


WHAT ABOUT PROFITS? 


The final test of large-scale banking 
to the stockholder is the return which 
he receives on his investment. The 
abstract profits of banking, be they 
ever sO impressive to the student and 
promoter, can become articulate only 
through dividends. We shall now un 
dertake a comparison of the profits of 
Canadian banking, English banking and 
the four groups of American banks. 
The comparison with Canadian banks 
is rather sketchy because of the in- 
adequacy of Canadian statistics. Sir 
Edmund Walker, president of the Ca- 
nadian Bank of Commerce, testified 
that the return to stockholders on their 
investment ranged from 6 to 6) per 
cent. during the period 1913 to 1922. 
A comparison has been made on a 
weighted percentage basis of dividends 
to paid-up capital and surplus of the 
Canadian banks and our national banks 
from 1890 to 1920. 


Net Prorits to CapirAL AND SURPLUS OF ENGLISH AND AMERICAN BANKS 


“Big Five’ English chartered banks ....... 


American banks 


NONI coins ah rs ea Sins Gia mele auee ig aes 
SS, a ern ee Pani ene 
EI al gucatecs latte oe ac tual 4 saeravasee a aba 


Small banks in distress areas ..........- 


Country banks of 


ard ch iraraless oicie gue o4'd esha Hakim eae 
ee EC Rr ee ee 


City banks of 


MUNI, O22. eG. cteraia tn: dei ocaiein tions ow hiele oom 
NU rcreinig axed aces Odie vie waled obi sinccelen 
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Cincinnati 


INN a td Gg le ahha ia ral lahat ates hale tel eaters 
REY “aiccac es cea busew uae weleve owas 


1927 1928 1929 
wid dwake aswel 9.77 9.79 9.92 
iid i Sieslel g orie 11.58 8.88 10.05 
Renee helawne a 10.40 9.70 10.60 
40'e bee er 8 de 8.52 8.73 9.06 
Gece ieee 3.38 5.65 7.83 
Ae ey 14.42 13.05 12.41 
greene aie gua. semts 10.02 10.36 10.44 
ee ee 13.36 12.47 15.64 
weber e Wrmer eee 11.94 10.78 14.95 
eae gtranee @ eae 14.91 10.06 14.66 
aon eree ei etat Raia £3.27 E432 11.78 
ms mare 10.74 13.19 12.85 


14.69 yb | 13.63 
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Ratio OF DivipENDs TO CAPITAL AND SurR- 
PLUS OF CANADIAN BANKS AND 
AMERICAN NATIONAL BANKS 


Chartered banks National banks 


Year (Per cent.) (Per cent.) 
TIPO iaerniate: akin 5.65 6.10 
i. gee 5.18 5.00 
(ee 5.01 5.60 
Be Ss aiewcew 4.76 6.10 
(a 5.10 6.70 
EE. wig ar wares 5.20 6.30 
os nr ae 5.90 6.70 


The table on page 12 presents the ratio 
of net profits to capital and surplus of 
the “Big Five” chartered banks of Eng- 
land and our own groups of Big Banks, 
Medium Banks, Small Banks and Small 
Banks in Distress Areas for the years 
1927, 1928, 1929. The figures cover 
calendar years for the “Big Five” and 
fiscal years for the American banks. 

The “Big Five” achieved their earn- 
ings with the aid of more than 8600 
branches and a ratio of deposits to cap- 
ital and surplus of 14 to 1. The ratio 
of deposits to capital and surplus of our 
group of big American banks is 4.5 
to 1, of the country banks of Maine 
and New Hampshire 7.66 to 1 and of 
the city banks of Birmingham, Dallas, 
Louisville, Cincinnati, Denver and 
Seattle 6.63 to 1. This appears to load 
the dice very heavily in favor of the 
English banks. Let us subject the 
profit figures to another test to de- 
termine the relative earning efficiency 
of the banks. How much does each 
group realize in net profits per dollar 
of capital, surplus and deposits, taking 
the aggregate of the latter items? 


RaTIO OF Net PROFITS TO AGGREGATE CAP- 
ITAL, SURPLUS AND Deposits, 1929 


Per cent 
TE EO” a Siacelveye patee nemo .68 
Big American banks _........ 1.83 
Country banks of Maine and New 
SUMTIOIDE ooo 5. o:isi0vese Biare kes opevere Laz 
Medium sized banks of six Amer- 
ne i ee a 1.83 


The English banks represent the 
final flower of the concentration process. 
The putative manifold advantages of 
large-scale banking should find in the 
English system their most convincing 


concrete expression. So far as profits 
and earning efficiency go, there are still 
great areas in America where the unit 
bank need not bow its head. 


BANKS AND FARMERS 


HEN Mr. Alexander Legge, 

chairman of the Farm Board, 

told a group of bankers at 
South Bend, Ind., that one way of 
helping the farmer was in the exercise 
of intelligent supervision by the 
bankers, he was tackling a problem 
with as many sides as farm relief itself. 
For while the small banker in the 
farming districts undoubtedly can help 
the farmer plan his planting to get 
the best financial results, unless that 
banker gets co-operation from larger 
bankers he soon reaches the end of his 
rope. The small banker in a_ position 
to give this help has limited funds, and 
if he cannot dispose of his farm 
“paper” to the bigger banks his hands 
are soon tied. 

Most rural bankers know farming as 
well as banking. Many of them are 
retired farmers. In dairying districts 
those bankers have been leaders in the 
movement for blooded sires. They have 
shown the farmers that better live 
stock is the best investment they can 
make. 

But the difficulties of Mr. Legge’s 
plan can easily be understood by re- 
calling small-town banking experience 
of eight and nine years ago, particu- 
larly in the live stock districts. The 
stockmen had borrowed heavily on their 
herds. Then beef and mutton prices 
dropped. The rural bankers backing 
them knew that the paper still was 
good, that the low prices were tempo- 
rary. But meanwhile their assets were 
frozen: the bigger banks would not 
take the stockmen’s notes and mort- 
gages. The small banks were forced 
to close their doors. Yet within two 
years most of that livestock credit was 
redeemed. The small bankers had been 
right, but because the district bankers 
could not see it every one suffered. 


New York Evening Post. 





The Museum of the Street 


Pacific States Savings and Loan Company Breaks Away from the 
Conventional Display to Gain Good-will of Passersby 


By Georce C. McNutt 


HE Museum of the Street,” some- 

one has called the window dis- 
plays of Pacific States Savings and 
Loan Company, a California institution 
and one of the largest building and 
loan associations in the nation. Apt 
and accurately descriptive is that title. 
Do these displays pull? The illus- 
tration, a view of a crowd looking at 
a “weather” display in headquarters 


office, Market street, San Francisco, 
speaks for itself. This is not an un- 
usual crowd before an exceptionally 


good exhibit—it is typical of the daily 
throng viewing each and all of the 
displays maintained by Pacific States 
Savings and Loan Company. Con- 
servative estimates based on actual 
counts before the windows place the 
number viewing each exhibit at more 
than 450,000 in the San Francisco Bay 
region alone. This 450,000 represents 
those who stop and study, not mere 
glancers. 


WHY MUSEUM WINDOWS? 


Virtually every bank, thrift company 
and building and loan association 
located on a ground floor has windows 
suitable for display purposes. If you 
glance into these windows you will 
usually note a _honey-bee-gathering’ 
honey type of display with stereotyped 
copy calling attention to the benefits 
of thrift. Few persons stop to heed 
the message. 

Pacific States Savings began using its 
windows for display purposes as early 
as 1909. Until about two years ago its 
displays in most aspects were similar 
to those of other financial institutions. 
Then officers of the company decided 
to initiate a new tvpe of window dis- 
play. They wanted to get away from 
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the conventional ant-and-sluggard-thrift 
theme which is dominant in the win- 
dows of so many financial firms. They 
knew that most folk are dependent at 
65, but they felt that those folk would 
not be greatly interested in a window 
emphasizing the fact. T. A. Goldstein, 
advertising manager of Pacific States, 
has succintly expressed the new policy 
formulated by the institution’s officers 
as follows: 

“Advertising is to be held to a 
minimum, our sole aim being to en- 
gender good-will by offering an educa- 
tional and interesting service to the 
public.” 

Since the adoption of that policy the 
first and only tests of a display have 
been interest and educational value. 
The throngs that daily crowd about the 
exhibits attest the success of the policy. 
Nor is the commoner the only one to 
show appreciation. A museum curator 
makes a special trip to headquarters 
office to study each new window—he 
says he finds new ideas there for his 
own work. The San Diego Call, com- 
menting on the exhibits maintained in 
Southern California, wrote: 


“For intrinsic worth and human in- 
terest the display is proving to be the 
big free show of all Broadway. 
These window exhibitions are drawing 
more crowds and are responsible for 
more comment than any other similar 
spread in the city.” 


In Burlingame all the science students 
were ordered to visit a “weather” dis- 
play, while many of the teachers there 
regularly take their classes to view the 
exhibits. People by the scores, in 
person or by letter, have expressed ap- 
preciation of the displays. 

But public good-will is not the only 
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evidence of the success of these win- 
dows. Many new savings customers 
say they came in “because of your 
interesting window displays.” The 
records show that in point of accounts 
opened the windows outpull both car 


cards and billboards. 
DISPLAYS IN THIRTEEN OFFICES 


The public manifest such interest 
in the first display of the new type 
that other offices were placed on the 
display list until today Pacific States 
Savings maintains exhibits in thirteen 
of its twenty-six branch offices in 
California. Most of the offices are of 
similar design, admirably suited to dis- 
play purposes. Each has a large front 
window recessed behind a_ great 
Romanesque arch. Beneath this arch 
a good-sized crowd can view the win- 
dow without interfering with sidewalk 
traffic. 

Displays are moved about in three 


circuits: six offices in the San Fran- 
cisco Bay region, two in the cities of 
Sacramento and Stockton, and five in 
Southern California. Each circuit’ of 
windows is cared for by a different 
personnel and operates independently 
of the others, although ideas, copy and 
photographs or displays are exchanged. 
Each display remains in a single win- 
dow two weeks, after which it is re- 
moved to the next window in the 
circuit, 

All or a large part of the time of 
eight persons is devoted to creation 
and maintenance of displays. In both 
San Francisco and Southern California 
one man devotes his entire time and 
another a large part of his to search- 
ing for material, changing windows 
and returning borrowed objects. When 
the old displays are removed and new 
ones installed assistants aid these win- 
dow counsellors. At least one member 
of the advertising department spends 
two or three days in the preparation 





A normal crowd looking at the display in the window of the head office of Pacific 
States Savings and Loan Company. 
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A “Believe It or Not” display. 


of window copy and art layout for 
each display. 


CREATING PULL 


Experience has taught the advertis- 
ing department, which is directly re- 
sponsible for the windows, that a dis- 
play to hold a crowd must contain 
many articles—must be jammed with 
objects. Folks will consider a single 
diver’s suit interesting, for example, 
but all its detail can be noted without 
even stopping. Add to that diver’s 
suit, as was done in a “salvage” dis- 
play, a life preserver from the sunken 
San Juan, a small chest and pieces of 
eight raised from a pirate-sunk Spanish 
galleon; a belaying pin from the Blair- 
moor, British vessel that sank in 1892, 
a submarine telephone off the sunken 
F-3, pictures of many shipwrecks, to’ 
gether with numerous other objects 
rescued from the sea, all appropriately 
labeled, and you have an exhibit that 
stops passersby. 

The importance of labelling objects 
and pictures cannot be over-stressed. 
A common bowlight, of only passing 
interest in itself, is invested with 
romance when it happens to be the 
bowlight from the stricken Lammer- 


moor, theme vessel of the epic poem, 
“The Bride of the Lammermoor.” But 
the crowd will know nothing of this 
unless apprised by the labels. The 
labels should be brief: 

“Whistle of the steamer Quadra, 
Canadian rum-runner captured off the 
Farallones by the Coast Guard. Note 
the bullet holes—a result of Coast 
Guard marksmanship, when the Quadra 
refused to heave to.” 

When objects are scarce or uninter- 
esting, pictures and photographs, pref- 
erably depicting action, may add 
the needed interest to a display. In 
any exhibit good photographs are an 
asset. 

Obviously, each exhibit should be a 
unit; that is, all the objects and pic- 
tures should illustrate a central theme. 
Otherwise the display is a jumble and 
loses much of its educational value. 
When material on a single subject is 
scarce an ingenious copy theme can 
often be used to knit together two or 
more seemingly unrelated subjects. 
For example, the window counsellor 
in San Francisco obtained some relics 
of both Aztec and Inca art, interesting, 
but insufficient for a full display. What 
to do? Abandon the display? No, he 


hunted up some old Spanish armor and 
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built the exhibit around the theme of 
Spanish Conquest. 


SECURING TIMELINESS 


Interest may be greatly heightened 
by using timely subjects, such as those 
commemorating special events—Wash- 
ington’s Birthday, Armistice, the Battle 
of Manila Bay—or dealing with news 
events of the day. Many of the earlier 
windows of Pacific States Savings were 
of this nature. Now, however, the 
time (two or three months) required 
for a display to complete the circuit of 
offices in either San Francisco or 
Southern California almost precludes 
the use of windows celebrating special 
days. In many instances, though, special 
windows can be transformed into more 
general windows or vice versa by slight 
changes in copy and objects. For ex- 
ample, an armistice window required 
only minor changes in copy to trans- 
form it to a Marine Corps display. 

ceasionally it is possible to obtain 
windows that will be timely over com- 
paratively long periods. Pacific States 
Savings found such in a “Harrison-to- 
Hoover” display, which first appeared 
shortly before Hoover's inauguration. 
This display, consisting mainly of 
photographs of presidents and inaugura- 
tions from Harrison to Hoover, was 
doubly significant, since in 1889, Harri- 
son’s first year in the White House, 
Pacific States Savings was founded. 

News photographs will frequently 
inject the note of timeliness into gen- 
eral windows. As an instance in point, 
Pacific States Savings in preparing a 
weather window display featuring 
weather maps, signal flags, barometers, 
etc., secured pictures of Admiral Byrd 
and his party, who at that time had 
just flown over the South Pole. The 
tie-up was natural inasmuch as_ the 
findings of the expedition are expected 
to contribute materially to weather 
forecast knowledge. Furthermore, one 
of the local papers was running a 
syndicated story daily concerning the 
expedition, thus maintaining the time- 
liness of the photographs throughout 
the display’s run. 


OBJECTS THAT PULL 


What types of displays pull best? 

Historical displays, particularly those 
treating of local history, are always 
good. Included among Pacific States 
Savings’ best pulling windows were 
those featuring the San Francisco Fire 
of 1906, the admission of California to 
the Union, the Battle of Manila Bay, 
Armistice Day, and early San Fran- 
cisco Bay. 

It is the experience of this institu- 
tion that old firearms, weapons and war 
relics usually make popular exhibits. 
Here again it is well to remember that 
an old sword may be interesting, but 
is doubly so when it happens to be the 
sabre General Washington presented 
to Baron Von Steuben. Window 
counsellors of Pacific States Savings are 
constantly urged to obtain and present 
facts, the interesting and romantic facts, 
about the articles displayed. 

What the newspapers term “human 
interest stuff” always brings passersby 
to the window. We have -all wondered 
how the magician pulls the rabbit out 
of the hat. A “magic” window show- 
ing some of the more common tricks 
and paraphernalia of magicians drew 
tremendous crowds all over the circuit. 
So also did a “believe it or not” exhibit 
prepared through the co-operation of 
the local newspaper using Ripley’s 
syndicated cartoon. We all delight in 
the foibles and fashions of our immedi 
ate forefathers. Pacific States Savings 
made that the basis of an “1889” dis- 
play, which again emphasized the date 
of the institution’s founding in a human 
interest way by showing a high wheel 
bicycle, tintypes, the old style lamp, 
a leg-o’-mutton coat, and other objects 
common to the “Elegant Eighties.” 
Many old-timers dropped in to com- 
ment on the memories recalled by the 
display. 

Naturally, all displays are not equally 
successful. The window counsellors 
have found that beautiful windows 
tend to be “flops.” Cases in point are 
an “India” display, consisting of dolls 
elaborately dressed and arranged to 
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present the costumes and customs of 
the Hindus; an Aztec-lnca art display, 
and a Japanese exhibit teaturing beau- 
tiful shawls and fine cratt-work of 
Japan. None of these pulled well: in 
fact, this institution finds that few 
“nations” windows do. “Nations” dis- 
plays perforce consist largely of prod- 
ucts, consequently smack of chamber 
of commerce-iania. Moreover, most 
of the material is common to gift 
shops, where the public sees it too 
often to find it of further interest. 
Stamps and coin displays have 
proved to be only moderately success- 
ful. Unique coins, such as the odd- 
shaped brass pieces of China, and 
antique money, su ik as the silver of 
the Caesars, have the greatest appeal 
and are the hardest to obtain, chiefly 
because they are so low in value that 
few collectors believe them worthy of 


display. 
DIFFICULTIES 
To any firm contemplating regular 
museum-type displays, Pacific States 


Savings has this to say: Push not 
rashly into the matter, for much diff- 
culty and expense accompanies the 
pleasure of public appreciation. 

After having windows made 
able for displays, 
i 


suit- 


the greatest expense 
the personnel required to maintain 


n 


good displays. This item cannot be 
stinted—hard work by a sufficient staff 
of willing and ingenious workers is 
the price of consistently good exhibits. 
Other expenses include che cost of 
moving displays, final preparation of 
window copy and art by show-card 
writers, and a few standard display 
properties. For single displays moving 
costs will be low. If expense must be 
held to a minimum a great deal of the 
display copy, particularly labels, may 
be typewritten, though it shows better 
when lettered. 

The major difficulty, however, is not 
expense, but rather the securing of 
material for displays. Almost any one 


can secure a single display of coins, 
stuffed animals, a South Sea Island 
exhibit, but it requires a lot of hard 


work to keep interesting displays fol- 
lowing one after the other at fort- 
nightly intervals. Ask a Pacific States 
Savings window counsellor. He _ will 
tell you it requires much leg work 
running down hopes, visiting musty 
antique shops and collectors’ homes, 
looking up this man and that owner 
and includes frequent rebuffs and try- 
ing disappointments. Often he may 
search all day and have nothing to 
show for his efforts. 

Pacific States a * vindow coun- 
sellors have found newspapers the best 





The “salvage” 


window. 
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bet for action pictures. From them 
were secured photographs of the Byrd 
expedition for use in the previously- 
mentioned “weather” display, pictures 
of players for a “baseball” window, 
shipwreck views, ete. 

Museum curators, though they often 
cannot lend material from the museum, 
are able to give tips as to where to 
get material. Antique shops are a 
prolific source of material from full 


displays to incidental objects. From 
Government services Pacific Savings 
secured the “weather,” “Geodetic 
Maps,” and other displays. News- 


papers contributed a “News” window 
showing news in “manufacture” from 
the reporter's desk to the street sale. 
Private collections yielded among 
others a “Southwest Indian” exhibit 
and a “Custer’s Stand” window. A 
“big game” exhibit was secured from 
a semi-public museum. “Nations” dis- 
plays and incidental items are willingly 
contributed by consulates. 

It may seem that it would be easy to 
obtain displays with so many possible 
sources, but 

Owners of material frequently ex- 
press the fear that the objects loaned 
will be lost or broken while being 
moved from office to office. Pacific 
States Savings in such cases points to 
its record of never having lost an article 
used in its displays and refers the 
owners to others who have loaned 
material for previous windows. So 
that the parties concerned may know 
just what has been borrowed and re- 
turned, all material is inventoried in 
duplicate, the original of which is left 
with the donor. When the goods are 
returned he signs this original as a 
release. Thus arguments are avoided. 

Often owners of material request a 
rental fee. This institution answers 
such requests by stressing the advertis- 
ing value to the donor of windows 
studied by 450,000 persons. The donor 
shares in this advertising through the 
medium of courtesy cards placed in 
each window to indicate who loaned 
the material. One store, which had 
loaned objects for a combination 


“Benjamin Franklin—Coin™ display, re- 
ported a score of inquirers asking about 
coins during just the first two days of 
the display. Virtually all of these 
mentioned the window-——and the in- 
quiries continued throughout the three 
months of the display. Several times 
antique dealers have sold objects as a 
result of displays in Pacific States Sav- 
ings windows. Frequently passersby 
come into offices to inquire as to where 
further information may be obtained 
about displayed objects. All such in- 
quiries are referred to the donors. 

The long period required for a dis- 
play to complete one of Pacific Savings’ 
circuits is another obstacle which the 
window men have found hard to over- 
come. Usually they meet the objec- 
tion by selling the lender on the value 
of the displays, both to himself and 
to the public. Where an exhibit is 
used in only one office this objection 
would probably not be encountered. 

So far the difficulties discussed are 
those attending the discovery and ob- 
taining of material; an equally great 
difficulty is found in creating window 
ideas. Occasionally an outsider will 
suggest a display worthy of acceptance, 
but for the most part the ideas are 
largely the result of much brain-wrack- 
ing by the advertising department. 
Here are some of the ideas that Pacific 
States Savings has used: 

Dead letters, source post office. 

Lincoln, photographs of Lincoln, his 
family, cabinet and Civil War scenes. 

Medals, featuring Government deco- 
rations. 

Firearms, consisting of pistols and 
rifles of all ages. 

Music, displaying instruments and 
old-time programs. 

Copper, the story of copper con 
cretely illustrated from the ore to the 
finished products. 

California and the Days of Gold. 

The Battle of Manila Bay, using a 
Spanish warship’s flag, photographs, 
newspapers and souvenirs of the battle. 

Arctic, featuring snow shoes, Eskimo 
garments and tools, and photographs. 
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Aerial photography, showing aerial 
maps, photographs and aerial cameras. 

Movies, consisting of a movie camera 
and properties, together with dresses, 
hats and weapons used in filming “The 
Virginian.” 

These may suggest others. 

Regardless of the subject chosen, 
Pacific States Savings in its displays 
allows only a subtle tie-in of the in- 
stitution’s name to the educational card 
copy describing the display. The extent 
of that tie-in may be judged by this 
typical bit of copy: 


MEDALS 


“Medals—a world’s tribute to its 
brave—Since the dawn of civilization 
bravery has been honored. The ancient 
Greeks and Romans bestowed upon 
their valorous the laurel wreath. Today 
medals are the universal acclaim of 
valor. 

“Thrift, too, wins reward—its own 
reward of financial independence.” 

Pacific States Savings, as was said 
once before, maintains its window dis- 
plays as one medium of expressing its 
appreciation of the public’s good-will. 
Blatant advertising, it is felt, would 
be out of place in such an expression. 
Maintenance of the displays has been 
fraught with much work and planning, 
but the institution believes the effort 
and expense required have been well 
spent—have paid big dividends in in- 
creased good-will. 


BANKS TEACHING CUSTOMERS 
HOW TO FOIL FORGERS 


On account of the successes of several 
bands of forgers. especially in Eastern 
and Middle Western states, a number 
of banks are enlisting the co-operation 
of their depositors to thwart such opera- 
tions, according to a statement in the 


protective department supplement of the 
American Bankers Association Journal 
giving details of different plans. 

It is pointed out that a large New 
York bank when returning cancelled 
checks sent each depositor a slip read- 
ing as follows: 

“Recently the American Bankers As- 
sociation issued a warning against the 
operations of mail-box thieves who ex- 
tract from mail-boxes communications 
containing statements and cancelled 
vouchers sent by banks to their cus- 
tomers, thus obtaining information re- 
garding depositors’ balances, as well as 
checks which serve as models for forgery 
purposes. To lessen the chance of loss 
through fraudulent checks, we would 
appreciate it if depositors would call for 
vouchers and statements whenever pos- 
sible, rather than requesting that these 
be mailed.” 

A bank in Ohio has distributed to 
its customers blotters upon which the 
following suggestions are printed: 

“By adhering strictly to the following 
rules as advocated by the American 
Bankers Association, you will aid us 
greatly in safeguarding your bank ac- 
count: 

“Do not sign your ordinary cor- 
respondence with the same signature 
that you use on your checks. 

“Do not give checks to solicitors who 
ask for same in payment of small 
amounts. 

“Do not leave your printed check 
book or cancelled checks on your desk 
or in unlocked desk drawers. 

“Do not fail to report the fact im- 
mediately to us if your bank statement 
does not reach you by the second of 
the month. 

“Do not throw a deposit slip on 
which you have writter your name and 
on which you have made an error into 
a waste basket without tearing it up. 

“Do not fail to burn or destroy your 
cancelled vouchers when you have no 
further use for them.” 
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The Trust Officer Puts On His 


Seven-League Boots 


By WILLIAM T. Cross 


Assistant vice-president, Bank of America National Trust and Savings Association,’ 


INCE the way 
was opened for 
national banks 
to perform trust 
functions, under the 
Federal Reserve Act 
of 1913, there has 
been a surprising em- 
phasis on fiduciary 
activity in the work 
of banks throughout 
the country. More 
than four thousand 
financial institutions 
are now doing trust 
business. Hundreds of 
others carry the word 
“trust” in their titles, 
but have not fully 
qualified to perform 
such functions. 
As a feature of 
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ILLIAM T. CROSS is a 

graduate of the Univer- 
sity of Missouri, from which he 
received the degree of Master 
of Arts in 1909. Subsequently 
he taught at the University of 
Missouri and also at the Uni- 
versity of Chicago, where he 
was a graduate student prior to 
the World War. Before taking 
up trust work he served as di- 
rector of state administrative 
bureaus in Missouri and in IIli- 
nois, and was executive secre- 
tary of the National Conference 
of Social Work. 

In 1921 he joined the staff 
of the Chicago Trust Company 
as assistant manager of business 
extension. In 1925 he became 
assistant vice-president, Bank of 
Italy National Trust and Sav- 
ings Association at the head of- 
fice in San Francisco, where he 
is now assistant manager of 


When we speak of 
“our trust officer,” 
customers recall some 
helpful conversation 
or skilful treatment 
of a business problem 
or, at any rate, they 
have the picture of 
in authorized repre- 
sentative of the bank 
who has an especial 
capacity for dealing 
with personal affairs. 
These very affairs, of 
many individual 
clients, as they multi- 
ply and accumulate 
in the records of the 
trust department, in 
the course of time 
create a net-work of 
associations and in- 


this expansion, in all 
the larger cities and ment. 
in a number of the 
smaller ones the trust 


officer has come to study of persons 


play a prominent 
role among. the 
dramatis personae of 
the business commun- 
ity. While trust off- 
cers are not so numerous as_ bank 
cashiers, their personality and leader- 
ship are the core of the corporate trust 
movement from the standpoint of bank 
organization. 


*On November 1, 1930, the Bank of Italy 
National Trust and Savings Association con- 
solidated with Bank of America of California 
under the title of “Bank of America Na- 
tional Trust and Savings Association,” the 
resultant institution with its state bank af- 
filiate having resources of approximately 
$1,350,000,000 and 436 branch offices in 
239 California cities. 


operations of the trust depart- 


Mr. Crogs has written various 
articles and reports of a pro- 


fessional nature, including a vices are 
physically 
handicapped in industry, and a 
manual entitled, “The Making 
of a Trust Company.” 





formation, binding 
the trust officer to his 
community. His ser- 
valuable 
largely because of ex- 
perience and view- 
point gained through 
many such confiden- 
tial relationships. 
The trust officer 
thus is tied down to his local com- 
munity by the kaleidoscopic flow of in- 
cidents in property management and in 
the shifting of family groups—as the 
mediaeval serfs were bound to the soil. 
This circumstance makes the more note- 
worthy any system of bank administra- 
tion which tends to extend the services 
and influence of the trust officer outside 
his home town. Such a development has 
been an inevitable consequence of state- 
wide branch banking. As a phenomenon 
in the evolution of branch banking, 
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this is of some importance; as a novelty 
in the conservative history of trust 
administration, it is indeed rare. 


TRUST COMPANY ORGANIZATION 
REQUIRES ADAPTATION 


Trust companies are not numerous, 
as compared with institutions limited 
to general banking. In one-third of 
the states there are less than fifteen 
trust companies per state. With scant 
exception, the entire population living 
outside metropolitan areas is not within 
effective range of trust company service 
as rendered by unit institutions. At 
the same time, trust companies have 
always been institutions of compara- 
tively large capitalization. In a study 
made some time ago, these facts were 
shown graphically, in the charts re- 
produced herewith.* 

From the very nature of the trust 
offcer-client relationship, business in 
this field cannot be built up on long 
range consultation and management. 
Good advice concerning the disposition 
of such combinations of property as 
clients may possess, or shrewd manage- 
ment on behalf of trustors or benefi- 
ciaries if the property is held in trust, 
requires that the trust officer be ac- 
quainted with the surrounding circum 





*From The Making of a Trust Company, 
a handbook by the author of the present 
article. 


stances and the history of such deal- 
ings in the local community. The 
human element in property adjustments 
cannot be well understood or handled 
from a distant city office. The trust 
officer, who heretofore has been glued 
to his desk and his telephone, has to 
be freed from his local duties to a 
limited extent if he is to serve cus 
tomers at branches in the outlying 
territory. 

The organization of trust functions 
outside the larger cities for a long 
time has been recognized as a problem. 
It requires much more than the freeing 
of the trust officer, so that he may 
make calls in the smaller cities and in 
the open country. In the modern trust 
company, the trust officer is but the 
forefront of a specialized staff. The 
impracticability of maintaining such a 
staff in a small bank, to deal with the 
more complicated situations in estate 
management and with the variety of 
trust appointments that may be ob- 
tained in any community, has been 
apparent to all who have considered 
such a development. Trust prospects 
who have read descriptions of complete 
modern service, available through the 
larger city organizations, are not in- 
clined to risk their affairs with a de- 
partment of limited capacity. From 
the bank standpoint, to put it mildly, 
the acceptance of trusts is fraught with 
danger. Trust business that is poorly 





Trust companies have been comparatively few in number and large in 
capitalization (see chart on facing page). 
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formulated may be welcomed by the 
unwary with a smile, but it will rise 
to plague the trustee years later. 


A PIONEER EXPERIENCE 


Hence, the interest that attaches to 
the first experiences of branch banking 
organizations in extending their trust 
operations to the entire territory served 
by their general banking departments. 
The idea is most fully exemplified by 
the then Bank of Italy National Trust 
and Savings Association, which several 
years ago adopted the slogan, “State- 
wide Trust Service.” As interpreted 
through our experience, this means 
making the metropolitan type of trust 
service available to people everywhere 
in the state. 

The boldness of such a proposal will 
be appreciated by those who have 
traveled the length and breadth of 
California. From Crescent City and 
Yreka, near the Oregon line, to San 
Diego and El Centro, near the Mexican 
border, the bank is serving, with 292 
branches, an area of 155,000 square 
miles. In a large part of the bank’s 
active territory, no other trust com- 
panies are operating. While the resi- 
dents of all sections of California are 
essentially city-minded, the functioning 
of the modern trust company has until 
recently been practically unknown ex- 
cept in a few of the larger centers of 
population. 
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To the trust department of a state- 
wide branch banking organization, the 
map of the state, with its variety of 
communities and of industrial develop- 
ments, is a panorama of opportunity. 
It is a challenge to organizing ability 
and to the capacity of a technical 
operating staff to conceive its work 
terms of an aggressive program of 
education and field work. The trust 
ofhcer, at the outset, must be inclined 
to go out to see his client, if it means 
a 200-mile trip. Some of our trust 
ofhcers travel regularly 2000 miles a 
month. In the aggregate, their speedom- 
eters register perhaps 200,000 miles 
a year. As many man-miles, in addi- 
tion, may be credited to general bank 
staff members, in attending trust educa- 
tional meetings, and in visiting cus- 
tomers in the interest of the trust de- 
partment. 


STATE VS. SINGLE CITY AS FIELD OF 
OPERATION 


State-wide trust service, in our ex- 
perience, is a term that applies not only 
to a large number of population centers 
but also to people living in the smaller 
places and in the open country. Unit 
institutions in a general way offer their 
services in the administration of trusts 
that may originate anywhere within the 
horders of the state. Their effective 
appeal, outside the vicinity of their in- 
stitutions, is quite limited. It is a 


Average Capitalization 
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The figures used in these two graphs are those reported by the 


Comptroller of the Currency. 
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different matter to provide a field staff 
and a grouping of branches by districts 
and sub-districts throughout the entire 
state, so that trust service, in preaching 
and in practice, is brought to the doors 
of a large proportion of the population. 

For unit institutions in large cities, 
the outlying suburban and rural dis- 
tricts serve only irregularly as tribu- 
taries. Municipalities have little power 
or effect in relation to economic de- 
velopment or legislation. The dominant 
position of the state and the natural 
coherence of its population are recog- 
nized in legal theory, in the function- 
ing of professional groups, and in the 
organization of various types of busi- 
ness enterprise. People move about 
within the state far more frequently 
than they do across its borders. They 
accumulate property, anticipating pro- 
tection for themselves and for their 
heirs largely as a result of the legisla- 
tive policies and governmental prac- 
tices of the state of which they are 
voting members. 

A state-wide trust company, as a 
service organization, is in touch with 
people everywhere within the bounda- 
ries of the state, is responsive to new 
needs as they develop, and is geared to 
the functioning of other agencies of 
state-wide scope—to governmental de- 
partments, to business corporations, to 
trade associations, to better business 
bureaus, to the state bar association, 
and to numerous other state forces. 
Questions that arise in dealing with 
such groups can be met in a more 
intelligent way by a trust department 
that has widespread activities, as com- 
pared with local unit institutions. The 
state-wide trust organization may be 
expected to prosper with the growth 
and prosperity of the state. 


VALUE OF CO-OPERATION BETWEEN 
BRANCHES 


Trust men connected with unit in- 
stitutions often have need of profes- 
sional assistance such as can be 
rendered by experienced trust officers 
at other points within the state. Dis- 


tributions of estates are to be discussed 
among heirs in distant localities, and 
agreements reached; attorneys or tax 
authorities are to be interviewed and 
reports rendered; court proceedings are 
to be instituted; properties of various 
character are to be investigated or dis- 
posed of. New business propositions 
in localities two or three hundred miles 
away are to be investigated. Out-ot- 
town trips are made at an expense to 
the estate or to the bank.  Inroads 
are made on the time of the trust 
officer. Administration is slowed down. 
Such service is supplied in a state-wide 
organization through the relationships 
of one branch to another, and es 
pecially through assistance given to the 
smaller places by the more completely 
equipped staffs located in the larger 
cities. 
TRUSTS ADMINISTERED 
TOWN 


IN THE HOME 


One of the outstanding characteris- 
tics of our system is that trusts are 


administered in the branch city in 
which they originate. This administra- 
tive decentralization, under a system 


that is known for its concentration of 
general executive control at the head 
office, is one of the most individual 
features of our plan. It had its be- 
ginnings in the early idea of A. P. 
Giannini that bank service should be 


made useful to the general community 
through numerous. branches located 
wherever they are needed, in the 


manner of post offices. From the stand- 
point of developing new business, and 
in general of maintaining sound rela- 
tions with clients, the general public 
and the legal profession, it is clearly 
advantageous for us to administer our 
trusts “at short range” from the client. 
It has the appeal of a window demon- 


stration. The public sees the processes. 
As the number of our trusts mounts 
into the thousands, we expect to gain 


in the quality of administration through 
the corrective influence of this local 
observation. 


Our 


in administering trusts 


success 
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in the city of origin has been due in 
large measure to the adoption of three 
devices in the nature of organization as 
follows: 

1. The standardization of account- 
ing and procedure and the centraliza- 
tion of control by head office; 

2. A very active plan of education 
for the general bank staff and for new 
full-time employes of the trust depart- 
ment; 

3. The districting of the entire 
state, so that every branch is subject 
to constant, short-range supervision by 
a versatile and experienced trust officer. 


DISTRICT SYSTEM 


The state has been divided into 
fourteen districts for trust supervision. 
Our districts constitute natural eco- 
nomic areas, the largest city in each in- 
stance being designated as headquarters 
for the trust supervisor. At the present 
stage of development our plan may be 
described as a district system. The func- 
tioning of the Bank of America trust 
district supervisor is a novelty. He is 
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a circuit rider, like the judges and the 
evangelists of colonial days, though he 
drives an automobile and carries a 
modern message. 

The services of district supervisors 
are beginning to be supplemented 
through the appointment of district 
trust examiners as aides in the process 
of checking administrative steps and 
accounting at branches and as part of 
a general system of internal auditing. 
As trust business in each branch city 
increases and as local full-time staffs 
are developed there will be less need 
of supervising details from district 
headquarters. 

Thus in the course of a few years 
the smaller cities will be provided with 
resident trust officers, possessing a 
proper background of professional ex- 
perience and training, and geared into 
a general organization that is widely 
known for its responsible management 
of property in trust. The conquest of 
the now unoccupied territory by that 
time will have been completed. The 
trust officer will cease his circuit riding, 
and can discard his seven-league boots. 


By Haenigsen 
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Is It Possible to Limit Agricultural 
Production ? 


By RoBERT STEWART 


prices just as it is to stabilize prices 

in industry and by the operation 
of the same laws. In order that the 
stabilization of agriculture may be effec- 
tive the banker must play a leading 
role just as he does in industry. 

The press news of the day, for ex- 
ample, contains news of a surplus pro- 
duction in copper and also the plans 
of the large copper-producing com- 
panies to meet the situation so as to 
prevent a slump in copper with resul- 
tant low prices. The Anaconda Copper 
Company announces the closing of 


[' is possible to stabilize agricultural 


It frequently happens that the 
farmers as a whole receive more money 
for a small crop than they do for a 
large one when such a short crop is 
due to climatic conditions over which 
the farmer has no control. This point 
is well illustrated by the production of 
corn in Iowa in 1924 and 1925 and 
the production of fruit in California in 
1929. 
OVER-PRODUCTION OF CORN IN IOWA 

In Iowa in 1924 there were 10,912,- 
000 acres devoted to corn production 








The author of this article believes that it is possible to stabilize 
agricultural prices with the co-operation of the banker by control- 
ling production. As an example he cites the case of the organized 


Southeastern potato growers. 








two mines and the laying-off of men. 
The Utah Copper Company lays off 
some hundred men while the Nevada 
Consolidated lays off hundreds more. 
Thus the copper industry meets the 
situation resulting from over-production 
of its product and a threatened fall 
in the price of copper. 

Why does not the agricultural in- 
dustry do likewise when a surplus 
production of agricultural commodities 
causes low prices for farm products? 
It is actually reported that Chairman 
Legge of the Farm Board, being 
familiar with industrial produce, ad- 
vises a curtailment of 20 per cent. in 
agricultural production to meet the pre- 
vailing situation in the agricultural 
field. Is such a plan feasible? Would 
it work for agriculture as it does for 
industry? 
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with an average yield of 28 bushels 
per acre or a total of 305,536,000 
bushels. The ‘highest cash price paid 
on the Chicago market that year was 
$1.35’ per bushel. The value of the 
corn crop to the Iowa farmer that year 
was therefore $414,001,280. In 1925 
there were 11,235,000 acres of corn 
in Iowa with an average yield of 43.0 
bushels per acre or a total yield of 
492,648,000 bushels. The highest price 
paid on the Chicago market that year 
was $0.85 per bushel, or the corn crop 
that year had a value of $418,750,080. 
The Iowa farmers in 1925 produced 
187,112,000 more bushels of corn than 
they did in 1924 but received only 
$3,748,800 more money for doing so. 
That is, the enormous surplus of corn 
produced by Iowa farmers in 1925 was 
worth only two cents per bushel! 
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FROST LIMITS FRUIT CROP IN CALIFORNIA 


In California there was a severe 
frost in the early spring of 1929. Wild 
estimates were made regarding the 
monetary loss the fruit industry of the 
state had suffered by this disaster. 
Some estimates placed the loss at as 
high as $50,000,000. There was much 
damage done and many orchardists lost 
their entire crop. But the California 
Co-operative Crop Reporting Service 
has just made its estimates of the total 
value of the principal fruit crops for 
1929. Contrary to the pessimistic 
predictions following the frost of last 
spring the fruit crop of California in 


1929 was the most valuable in all 
history. The total value of the fruit 
crop in 1929 was $261,454,000, ex- 


ceeding that of 1928 by $42,505,000! 
The acreage in 1929 was only 18,000 
greater than in 1928 but the acre value 
in 1929 of the fruit crop was $153 
while in 1928, it was only $129. In 
1928 there were 224,500 boxes of 
pears produced with a value of $8,420, 
000 while in 1929 there were only 
146,000 boxes of pears, but their value 
was $12,789,000. A decrease in pro- 
duction of nearly 30 per cent., but an 
increase in returns of over 50 per cent.! 
In 1928 there were 38,705,000 boxes 
of oranges produced with a value of 
$79,345,000, while in 1929 there were 
only 23,600,000 boxes produced with 
a value of $94,400,000—-a decrease in 
production of 15,105,000 boxes but 
an increase in valuation of $15,055,000. 

This is as fine an illustration of* the 
law of supply and demand as can be 
found in the field of agriculture. There 
are other equally important illustra- 
tions. Some sections poorly adapted to 
the type of fruit which was being 
grown lost heavily. Some farmers 
poorly equipped to fight frost also lost 
heavily. That is, the marginal farmer 
and the farmer on marginal fruit land 
lost heavily and perhaps, in fact, many 
of such farmers were bankrupt. This 
is an important lesson. 

The lesson taught by the drought in 
Iowa in 1924 and by Jack Frost in 
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California in 1929 is unmistakable. 
Cannot the farming industry by volun- 
tary effort on its part accomplish by 
organized group effort what the copper 
industry is now doing for that indus- 
try and what the drought did for the 
corn grower in 1924 and frost did for 
the fruit in 1929 in California? 


THE ORGANIZED POTATO GROWERS OF 
THE SOUTHEAST 
For many years the early potato 


growers of the eastern shore of Vir- 
ginia had been exceedingly prosperous. 
They had learned to grow and market 
early potatoes successfully. For twenty 
years prior to 1922 the farmers of this 
region enjoyed prosperity. Crops and 


prices were good. Land was high. The 
growers were organized and as new 
markets were developed for early 
potatoes the acreage was slowly in- 


creased from 10,000 to 90,000 acres. 
Then came the agricultural depression 
of 1920 and the cotton growers of the 
South especially were in serious difh 
culty. They were advised to diversify 
and many of them went in for early 
potato production. The acreage of 
early potatoes in the southern states 
increased rapidly from Virginia to 
Florida. In 1919 North Carolina 
farmers planted 15,000 acres, while in 
1928 they planted 46,000 acres. South 
Carolina farmers increased their plant- 
ing of early potatoes from 9000 acres 
to 24,000 acres during the same period. 
The Virginia farmers did not increase 
their acreage materially but they did 
increase their yield per acre by 25 per 
cent. The result was disastrous. The 
early potato grower lost money about 
two years out of every three. And 
the farmers who had been prosperous 
for twenty years were now badly in 
debt. 

The situation required drastic action 
on the part of all concerned. It was a 
situation that affected not only the 
grower but the seller, the consumer and 
the banker. The bankers, growers and 
sellers got together and organized a 
“quotation committee,” really a clear- 
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ing-house for the purpose of getting 
and giving out information to meet 
the situation. Better prices were ob- 
tained in 1927 for the potato crop. 
But the better prices stimulated further 
increased production in 1928. North 
Carolina increased production by 10,000 
acres, South Carolina by 6000 acres, 
Virginia by 12,000. acres, and Mary- 
land by 2000 acres. The increased 
acreage was accompanied by good 
growing weather and a large produc- 
tion was accompanied by the most 
disastrous prices on _ record. The 
growers in Maryland, Virginia and the 
Carolinas produced 23,000,000 bushels 
of potatoes in 1927 for which they 
received $33,000,000, while in 1928 
they produced 26,000,000 bushels for 
which they received only $11,000,000. 


HOW THE SITUATION WAS MET 


A new meeting of farmers, bankers, 
seed dealers, fertilizer dealers, corpora- 
tions and independent dealers was 
called. An interstate potato committee 
was appointed to handle the situation. 
The committee did not put on an 
acreage reduction campaign. It got all 
the facts, regarding carrying over of 
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the old crop, intentions to plant and 
outlook information, which was put 
into the hands of farmers, bankers and 
dealers through newspaper articles, 
mass meetings, personal letters and 
personal contacts. Co-operation was 
100 per cent. perfect. Bankers large 
and small carefully watched applica- 
tions for loans for production purposes 
and where these applications seemed 
excessive they were refused. Dealers 
who had been in the habit of advanc- 
ing large sums for supplies such as 
seed or fertilizer cut down these ad- 
vances from 30 to 50 per cent. There 
were, of course, some who profited by 
these restrictions by increasing their 
production markedly but they were 
small in number. They were under 
critical observation and their lot was 
not a happy one. The net result of 
this united effort was that potato pro- 
duction was cut 30 per cent. from 
South Carolina to Maryland in 1929. 
The price paid to the grower averaged 
$3.75 per bushel in 1929 as compared 
to $1.25 for the large crop of 1928. 
The early potato section enjoyed the 
most prosperous year in 1929 that it 


had had for a decade. 





IN THE EASTERN STATES 


compiled by 


Tilghman Moyer Company 
ALLENTOWN PENNA 


The relative cost of erecting bank buildings, using the average cost in 1913 as 100, 
as calculated by the Tilghman Moyer Company, bank architects and engineers, of 
Allentown, Pa., from current bills and quotations for the kind of labor and material 


used in bank construction. 


Quantities are weighted to the ratio for this type of 


building; allowance is made for changes in efficiency of labor, etc. 
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Writing the Bond Circular 


Trials and Tribulations of the Advertising Writer Whose Investment 
Literature Must Pass the Scrutiny of the Law Department 


By JOHN FREDERICK DOYLE 


HE president of one of the great 

investment organizations, a man 

whose name is known from coast 
to coast, once said to me: “One lawyer 
can kill more deals than my whole 
organization can make!” And I felt 
like adding, “Yes, and spoil more good 
advertising and sales literature than 
your whole publicity department can 
write!” For I happened at that time 
to be in charge of his advertising and 
publicity in Chicago and had learned, 
more in sorrow than in anger, that, as 
crusty old Juvenal said, “In the law 


at which fools will learn—the schools 
of experience—write and publish what 
they please and let the lawyers keep 
them out of jail. But this is the story 
of the tribulations of an honest man, 
writing honest stuff as truthfully as he 
can for honest investment houses. 


AN ACTUAL EXPERIENCE 


Let me relate an experience of which 
I hope the worst is over, though some 
of the literature and most of this year’s 
advertising are yet to be written—the 
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Writing the bond circular with sufficient enthusiasm and selling 
appeal to sell bonds and at the same time meet the approval of legal 


counsel is the problem that is discussed in this article. 


The author 


concludes that lawyers should be more sales-minded and at the same 
time investment advertisers should be more in sympathy with the 


legal viewpoint. 








there are a thousand annoyances and 
a thousand delays.” 

There certainly are a thousand of 
each when it comes to getting financial 
advertising, circulars and booklets read, 
corrected (according to lawyers’ rules) 
and approved for publication by the 
law department, or outside counsel, of 
any well-intentioned investment house. 
Most advertising men very likely must 
at times submit copy to an attorney 
and then they find that the law and 
lawyers do concern themselves with 
trifles, Cicero to the contrary  not- 
withstanding. Possibly the advertising 
men, if any, of swindle houses serving 
suckers, of concerns catering to those 
who believe in fairies and of promo 
tional outfits who keep the only schools 





experience of preparing the first am- 
munition for the selling of a new 
investment trust. 

This trust, comprising some entirely 
new and valuable features, was origi- 
nated by an attorney of considerable 
note for an investment house of whose 
law work he happened to have charge. 
He is a man of heroic build with a 
mind in the same proportion. My first 
meeting with his “baby”—for the trust 
is certainly that—was in reading the 
trust agreement which he had prepared 

eighteen galleys which eventually be- 
came a seventy-page book. Though 
quite used to legal chatter, the result 
of this reading was almost complete 
mental prostration—insensibility to the 
meaning of words. Reams there were 
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of such repetitions as “have conveyed, 
set over, assigned and transferred and 
have caused to be set over, assigned 
and transferred” and “said above de- 
scribed property, real, personal and 
mixed, and all other property, real, 
personal and mixed” and whole chap- 
ters which literally said again and again 
what had been said before as volumi- 
nously as possible. 

From these galleys the basic material 
for the main selling circular had to be 
extracted. There seemed but one way 
possible, that of translating the trust 
agreement paragraph by paragraph into 
the “human” language. This was done 
and in the process there emerged the 
really marvelous conception and set-up 
of the trust, an entirely original plan, 
protected by every legal and financial 
safeguard, with machinery for making 
investment profits with security, amaz- 
ingly adapted to present market condi- 
tions. It was a case where you cannot 
see the woods for the trees, the trees 
being the jungle of legal phraseology. 
Having penetrated that, I was ready 
to write the circular. This I tried to 
do in such a way that anyone with 
brains enough to comprehend the some- 
what complicated set-up of the trust 
could understand the circular. Then, 
with fear and trembling, I had to sub- 
mit my draft to this attorney who had 
fathered the trust. 

Not too distressing was the result. 
A positive statement changed to 
“deemed necessary,” salesmanship soft- 
pedaled a little, a few too enthusiastic 
lines and paragraphs deleted entirely, 
qualifying words added here and there, 
the frequent injection of “as provided 
in the trust agreement” so that other 
lawyers wishing to read a page about 
what was said in a paragraph would be 
satisfied—nothing worse happened. My 
manuscript received the attorney's O. 
K. and the worst was over. At least, 
so I thought. I taxied to the type- 
setter’s, thinking that if the job were 
set few further changes would be made. 
Vain hope! 

When proofs arrived, the chief sell- 
ing feature was slaughtered—slashed 


out of our distribution plan and out of 
the circular. As it happened there was 
a good reason for this; nevertheless, as 
concerned the circular murder was 
done. Its heart was slashed out. Then 
the job was O. K.’d a second time and 
ordered to the press for the printing 
of advance copies needed by the sales- 
men. The men worked with these for 
a month, taking advance orders. Then, 
after a few more alterations, the per- 
manent circular went to press for a 
good-sized edition. Copies were just 
being delivered after an all night's 
run, when—a letter from an outside 
attorney caused consternation. Some- 
thing in the circular, he said, was not 
quite in accordance with the rules for 
the qualification and sale of securities. 
Ten thousand circulars—the night’s 
run—were thrown into the discard, 
slight alterations were made and again 
we started hopefully. This time the 
presses were stopped before a handful 
of copies had been run. Again altera- 
tions were made, and we went back to 
press. Then the works blew up again, 
this time to the destruction of 7000: 


circulars. The changes made before we 
went to press for the fifth time 
amounted to the difference between 


tweedledee and tweedledum. We got 
away with a full-sized run (the sixth 
attempt to print the job), used the cir- 
culars for ten days and then instruc- 
tions came from somewhere to make a 
few more slight alterations! This was 
done, with another great wastage of 
circulars. It is only fair to state that 
the source of all these changes was not 
the one attorney. He had outside 
assistance. But not one suggestion for 
a change came from the sales organiza- 
tion, which was happy with the circu- 
lar from the start. As a result of all 
these legal alterations, the cost of type- 
setting was more than twice that of 
the original set-up, which, please re- 
member, was made from copy duly 
approved by the law department. The 
cost of printing was four times the 
cost of the circulars actually used. 


And as sales ammunition the circular 
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in running the legal gauntlet had lost 
two-thirds of its power! 


WASTE OF MENTAL ENERGY 


Perhaps you think this waste of 
mental energy, time, materials, labor 
and money was extreme, even if true. 
It was, I admit, worse than usual, yet 
fairly typical, as every writer of finan- 
cial advertising knows. It has happened 
to the writer continually for the last 
fourteen years and is happening to 
others all the time. No one blames the 
advertising man ‘and I have never 
known one to lose a job because of it. 
I have heard bitter complaints from 
comptrollers of the cost of type altera- 
tions and it is often hard for the ad- 
vertising writer to prove his innocence. 
Perhaps you think the lawyer whose 
orders caused these annoyances and 
delays is more or less irresponsible. 
Not so. In his field he has hardly an 
equal. The better they are the more 
they change advertising copy. I will 
go still further and say—the better the 
advertising copy the more they cut and 
alter it. For if there is anything a 
lawyer sidesteps it is sales enthusiasm 
and direct, forceful statements. He 
loves “the glorious uncertainty of law,” 
he brooks “no departure from words 
of law,” he wants to keep his client 
free from the tenures and 
tricks” of his own profession. Though 
his client may be as honest as Diogenes 
and his proposition as sound as a gold 
dollar, he fears for him. He inquires 
too curiously into what might happen. 
He sees in his mind’s eye some irate 
investor confronting his client ten years 
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hence, flashing in his face his bond, 
stock or automobile circular and ex- 
claiming “See here. This is what you 
said! That’s why I got burned.” This 
sort of thing seldom if ever happens to 
an honest client, but the lawyer knows 
his job is to keep his client out of 
trouble—and he does so with a ven- 
geance! 

“The first thing we do, let’s kill all 
the lawyers,” said Shakespeare (King 
Henry VI. Part 2). In my baser 
moments, I feel that way. In my better 
I realize that the lawyers, a most 
friendly and highly intelligent lot of 
men, are doing their best with their 
job, even as you and I. Let’s not kill 
them. Let’s just try to lead them to be 
a little more reasonable; to realize that 
their O. K. ought to mean O. K., that 
large alterations of a job in type cost 
more than the original set-up, that 
printing is expensive. Let us endeavor 
to convince them that the people can’t 
understand and will not read legal 
phraseology. Above all, we must show 
them that if we let them emasculate 
our sales literature to such an extent 
that it cannot help us sell our bonds, 
stocks, automobiles or radio sets (merely 
because some crank some day might 
complain about a truthful but perhaps 
too enthusiastic statement) we shall all 
lose our jobs—lawyers and advertising 
men alike. For we all grant, I believe, 
that enthusiasm is a vital ingredient of 
every real sale. If we could only teach 
the lawyers salesmanship as some of 
them have taught us law, then could 
we all sing “Hallelujah! Trouble’s 
over!” 





King and Yonge streets, Toronto. 


To the right of Yonge street are seen, from the fore- 
ground reading back, the Bank of Hamilton building, formerly the Traders Bank build- 
ing, Canada’s first skyscraper; the Canadian Pacific Railway building; Royal Bank of 
Canada building; and, across the street—the white building—the Dominion Bank building. 
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Canada’s Financial Skyscrapers 


Canada’s Banks Figure Prominently in the Dominion’s Skyscraper 
Race 


By JAMES MONTAGNES 


HE Canadian skyline is rapidly 

following the American skyline in 

its struggle to predominate the 
horizon with towering office buildings. 
Within the last three or four years the 
growth of Canadian skyscrapers has 
been more than quadrupled. And it is 
interesting to note that banking and 
other financial institutions of the Do- 
minion, which formerly were content 
with erecting only buildings to house 
their own offices, are today an impor- 
tant factor in the erection of sky- 
scraper head-office buildings. 

Canadian banks figure so prominently 
in the skyscraper race in the Dominion 
that on looking backward it is learned 
that the first skyscraper to be built in 
Canada in Toronto was the Traders 
Bank building, which went soaring up 
fourteen stories before the World War. 
And looking at the present Canadian 
skyline it is noted that two of the three 
tallest are banks and that for the pres- 
ent a bank building is the tallest build- 
ing in the British Empire. 

The race for skyscraper supremacy 
in the Dominion has been chiefly be- 
tween Montreal and Toronto, with 
Winnipeg and Vancouver making 
valiant exertions to reach higher sky- 
ward than their eastern sister cities. To 
Montreal for a few months in 1928 
and 1929 fell the honor of having the 
tallest building in the Empire on the 
completion of its first skyscraper, the 
Royal Bank of Canada building on St. 
James street. The honor was. short- 
lived with the completion of the Ca- 
nadian Pacific Railway's Royal York 
Hote! in Toronto, which towered six 
feet higher, reaching 400 feet. In May, 
1930, the last stone was placed on the 
Canadian Bank of Commerce _head- 
office building in Toronto at King and 


Jordan streets. That building is now 
the tallest with a height of 456 feet 
above street level. It is to be occupied 
early this year. 

At present the four tallest financial 
buildings in Canads are the Royal Bank 
in Montreal, and in Toronto the Royal 
Bank, Canada Permanent Mortgage and 
the Canadian Bank of Commerce. There 
are in addition a number of other fi 
nancial institutions which have _ build- 
ings towering over ten stories. In- 
cluded among these are the Dominion 
Bank at Toronto, the Trust and Guar- 
antee Company at Toronto, and the 
Huron and Erie Mortgage Corporation 
at London, while the Winnipeg Grain 
Exchange, the Sun Life Assurance Com- 
pany at Montreal, and Canada Life As- 
surance Company at Toronto, also have 
skyscraper office buildings, the latter 
two still in process of building. 


MORTGAGE COMPANY BUILDING 


One of the finest buildings on the 
Toronto skyline is that of the Canada 
Permanent Mortgage Company, rising 
eighteen stories or 250 feet above the 
skyline. It is perhaps the most modern 
and beautiful skyscraper in Canada. 
It has repeatedly been called the most 
“New Yorkish” of any building in the 
Dominicn. Like other tall Canadian 
cfhce buildings, its face is Indiana lime- 
stone resting on polished granite base 
at street level. 

The company occupies the ground 
floor and mezzanine for its banking 
room and such offices as are connected 
with the administration of the savings 
bank, trust company, mortgage com- 
pany and safety deposit department, 
these offices being arranged along the 
sides of the banking room and on the 
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Canada Permanent Mortgage Corporation building, Toronto, with the Trusts @ 
Guarantee building at the left. 


rear of the mezzahine. In addition the 
seventeenth and‘ eighteenth floors are 
used by the company for its executive 
offices, board room, and head-office busi- 
ness, as well as lunch rooms for staff. 

The banking room is walled with 
Botticino marble. Its high groin vaulted 
ceiling is carried on fluted marble pil- 
lars which encase structural steel col- 


umns. The piers are crowned by mar- 
ble capitals which in turn support the 
richly carved marble ribs separating the 
groins. Ornamental lighting down the 
center aisle and the corridors along the 
offices adds to the appearance of this 
lofty room. 

It is interesting to note that while 
this building is by no means the tallest 
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in the country, it is one of the most 
elaborately planned. All floors, includ- 
ing those used by tenants, are panelled 
with black walnut to the height of 
about two feet in all corridors, while 
the offices on the executive floors are 
fully panelled in either oak or walnut. 

The vaults in this building are on the 
main banking floor and are open to 
fresh air on both sides. The vault is 
of island construction, built on its own 
foundation entirely independent of the 
building proper, with four sides and top 
visible to the watchman. The main 
door giving access to the vault weighs 
thirty tons and is twenty-four inches 
thick. There are two other doors to 
the vault, one of which leads to the 
coupon rooms, these doors being eigh- 
teen inches in thickness and weighing 
twenty-one tons each. 

THE ROYAL BANK BUILDING 

The Royal Bank building, which was 
opened in Montreal in May, 1928, the 
city’s first skyscraper, takes in an area 
of one city block. It is a massive pile 
of stone, windowless in the lower stories 
except for the huge windows of the 
main banking room, and then towering 
skywards in a massive section from the 
100-foot level on. The banking room 
and executive offices are all housed in 
this first section of the building, which 
makes up three stories totalling 100 feet. 

On the ground floor, and_ slightly 
above street level, after passing through 
a high vaulted entrance and elevator 
lobby with eight elevators, the main 
banking room is reached. It is 170 
feet wide, extending across the entire 
width of the building. Counters of 
Lavanto marble run along this room 
and after traversing the width of the 
building lead off on each side, forming 
a U-shaped banking space. The floors 
in this room are of travertine marble 
with mosaic designs of colored tile, 
while in the center of the room is a 
large reproduction of the Royal Arms 
of Canada, executed in bronze relief. 
The ceilings of this chamber reach from 
twenty-five to forty-five feet in height, 


are vaulted and coffered, and enriched 
with an interwoven polychrome of rose, 
blue and gold. 

The remainder of the bank floors is 
taken up with executive offices and 
lunch rooms, the former being almost 
entirely panelled in walnut, while the 
main reception hall on the executive 
floor is entirely panelled in walnut and 
has an animated map of Canada above 
its fireplace. 

These are two of the most recent fi- 
nancial buildings to be completed in 
the Dominion which'come within the 
class of skyscrapers. Several others 
have been mentioned but these are of 
older construction, and with the excep- 
tion of the Royal Bank building at 
Toronto, of not such towering height. 

CANADIAN BANK OF 
BUILDING 


COMMERCE 


The tallest building in the British 
Empire, being a bank, however, is 
doubly of interest. From an architec- 
tural standpoint it perhaps more than 
any other tall building in Canada 
shows the set-back style which is so 
popular in New York buildings of re- 
cent erection. Its straight lines are the 
most modern in Canada, and it domi- 
nates the entire skyline of Toronto, by 
day as well as by night, for it is su 
perbly floodlighted throughout its upper 
stories. 

The building was erected principally 
as a bank, with tenants occupying those 
floors which the bank does not need at 
present and will absorb as it expands. 
It is noteworthy to mention that the 
tenant space was all rented one year 
before completion of the building with- 
out any special realty campaign on the 
bank’s part, and resulted in the. disap- 
pointment to bank clientele coming too 
late and finding no space left. 

The main banking room of this 
building, like that of the Royal Bank at 
Montreal, will run the width of the 
building and is well back in the build- 
ing. The room is sixty-five feet high 
and has no columns, making possible 


the added few feet of height and al- 








—— ao a 
~~ ~ ey 


HI 


LEH 
Ht 


Th j 
ffl } Ht { 
ft] 


THE BANKERS MAGAZINE 


i 


The Royal Bank of Canada building, at Montreal. 
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lowing for the use of every foot of 
space. This fact also explains why the 
tower section of the building is well to 
the front of the structure. The walls 
will be made up of a series of about 
twenty murals by Crisp of New York, 
depicting the progress of commercial 
transportation on land, sea and air from 
the earliest times to the present and 
future use of the airplane. Three metal 
lamps will bang from the high ceiling, 
while in the savings and foreign ex- 
change departments, which run off the 
main room at right angles and contain 
columns, the lighting will be indirect, 
from circular wells in the ceiling and 
from flanges capping the columns. 
The bank will use nine of the thirty- 
four floors of the building. On the 
mezzanine of the banking room will 
be situated the pneumatic tube exchange 
and the bank’s own automatic telephone 
exchange, it being one of the few 
buildings in the Dominion to be thus 
equipped. The entire fifth floor is re- 
served for the general manager’s offices, 
while on the seventh floor are located 
the directors’ offices as well as those of 
the president and the vice-presidents. 
Standing off from the rest of the build- 
ing on the seventh floor and on the 
top of the main foundation block is 
the board room, which will be twenty 
feet high inside. The entire bank 
premises will be panelled partly or en- 
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tirely, depending on the floor and th 
offices, in walnut, while special offices 
will be specially appointed. 

This building, being the latest thing 
in Canadian skyscrapers as well as the 
tallest, will also have the most elevators 
of any tall building in the Dominion 
with a battery of sixteen high speed 
automatic elevators in the main lobby. 
This building will also be the first to 
provide its client offices with more than 
two ducts for the carrying of telegraph, 
telephone, translux, buzzers and cur- 
rent wires, there being three such wire 
ducts spaced at seven-foot intervals 
under each floor. 

As it will be the tallest building for 
perhaps some time, an observation loggia 
has been built around the thirty-second 
floor. Its vaults will be housed in a 
separate island structure on bedrock, 
taking up an area of forty by fifty feet 
and being two stories in height. 


With the erection in the last few 
years of such financial structures as 
mentioned, the impetus toward  sky- 


scraper construction in Canada has been 
placed on a firm footing. There are 
more and more large buildings going up 
each year, and while Toronto has been 
able to keep an easy lead in the num- 
ber of such buildings the tendency to 
higher buildings in other cities of Can- 
ada will keep this city with the most 
American skyline rather busy to hold 
her place. 
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The new head office of the Canadian Bank of Commerce, Toronto, which 
is being opened this month 





38 















The Horn of Plenty Is Overflowing 
—Yet the People Have Not 


By ARTHUR M. LAMPoRT 
President, A. M. Lamport & Company, Inc. 


MAGINE that somewhere there ex- 

isted a large island, enjoying a 

temperate climate, populated with a 
sturdy, well-balanced people. That you, 
iccompanied by a chosen group of eco- 
10mic observers, for the first time landed 
thereon. That on investigation, you 
found an abundance of everything 
wheat, cattle, cotton, copper, wool, iron, 
wood, coal, oil, natural gas, ingenious 
machinery that minimized human effort, 
clothing, amusements, schools, universi- 
excellent buildings, automobiles 
in fact, everything, the products of 
modern civilization. Unanimously, you 


ties, 


the “daily bread’ —the necessities of the 
masses-—Mass Consumption? Nothing! 
It is in almost as mediaeval a condition 
as it was at the beginning of the ma- 
chine age! 


MERGERS FOR WHAT? 


Yet, for a number of years, we have 
heard of stupendous mergers for the 
purpose of effecting economies—that is, 
for the purpose of discharging wage 
earners. In the same breath, it was tri- 
umphantly announced that the produc- 
tive capacity of the merged producers 








In this article the president of A. M. Lamport & Company 
recommends the appointment of an economic commission to “diag- 
nose our ills and inaugurate real remedies, so that the patient will 
slowly but surely recover, and our great institution will emerge 


greater than ever.” 








would proclaim this island a true Utopia, 
enjoying true wealth, a blessing in the 
real. 

How strange, and yet how ludicrous! 
The fascinating description of the island 
underestimates by far the economic pic- 


ture of our own country. Yet, we 
have hard times—bread lines—universal 
gloom. Why? Because the horn of 


plenty is overflowing and eager, hungry, 
worthy hands cannot get to it! 

For over a hundred years, civilization 
had been building a marvelous complex 
machine, and machines, ever lessening 
the amount of human toil necessary to 
gain the daily bread. The human race 
should be justly proud of its achieve- 
ment—“Mass Production.” But, during 


the same stretch of time, what has been 
done toward an equitable distribution of 


would be greatly increased—to sell to 
whom?—to the discharged buying 
power? 

For nine years following 1920, we 
lulled ourselves into a false belief of 
possessing an export market sufficient to 
absorb our ever-increasing products, both 
raw and manufactured. During the 
same time, we developed a larger domes- 
tic consumption for our wares through 
high-powered salesmanship, and the in- 
stalment plan whereby the seller takes a 
mortgage, payable serially, out of the 
future wages of those who, in ever- 
increasing numbers, were being laid off. 

To our foreign customers, who, 
through the ravages of the great World 
War, were temporarily weakened in 
their ability to produce for themselves, 
we loaned large sums of money, both to 
a 


“Make it better” 





A SAFEGUARD to investors 
in Bell System securities is the 
continual effort of the tele- 
phone personnel to ‘‘make it 
better’, to test and improve 
every piece of apparatus and 
every step in manufacture and 
operation. 

This wholesome attitude of 
self-criticism has resulted in 
equipment which gives maxi- 
mum efficiency and yet is 
produced and maintained at 
minimum cost. 


In the business of telephony, 
where service must be imme- 
diate, smocth functioning of 


the plant is unusually impor- 
tant. It has proved a contribu- 
ting factor in the Bell System’s 
growth. As people have learned 
how dependable and conven- 
ient the telephone is, they 
have used it more and more. 


To meet and to keep ahead 
of constantly growing demand, 
this System has built a plant 
whose book value is more than 
$4,000,000,000, of which the 
funded debt is only about one- 
fourth. 


May we send you a copy of 


our booklet, ‘* Bell Telephone 


Securities’? ? 


BELL TELEPHONE 
SECURITIES CO. Ince. 


19§ Broadway, New York City 
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pay for their purchases from us, and to 
rehabilitate themselves, enabling them to 
produce for themselves instead of pur- 
chasing from us. 

But their obligations, bonds now 
ywned by the American investing pub- 
lic, are looked upon, at least some of 
them, as doubtful, and we can lend them 
no more, presently. Also, the United 
States has commenced collecting its war 
debt from foreign nations, and_ this 
formidable annual amount is no longer 
ivailable to our foreign customers to be 
spent here. On top of this, in face of 
a falling balance of exports, we insti- 
tuted our most splendid “pork barrel 
tariff.” Revolution in many countries, 
who are among our best customers, was 


just an added dose. 


“HECTIC ECONOMY” 

What hectic economy our country has 
been subjected to—the dizzy heights that 
the prices of commodities soared to in 
1920, and to what a lowly grave they 
have fallen! The frenzied altitudes to 
which equity securities—stocks, ad- 
vanced, pushed ever and ever higher, by 
a new school of “jazz economists” un- 
til they exploded in 1929. How much 


more fancy-edged paper you could buy 


now for the same money! 

But what is wrong? The horn of 
plenty is overflowing, and yet the people 
have not 

As usual, we have economic doctors 
who volunteer their cures, and we hear 
simple panaceas, in fine catch-word 
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phrases. We have one advocating $1 
wheat, despite the price of less than 60 
cents the world over; another urging 20 
cent cotton, despite the 10 cent price 
now prevalent. Suave qui peut—each 
industry would like to have the Govern- 
ment enrich it at the expense of the 
rest of the nation. Why not advocate 
a constitutional amendment, forbidding 
the use of the cotton gin, and, for that 
matter, the use of agricultural machin- 
ery altogether? Coupled with the still 
higher tariff, the prices at which stabili- 
zation is suggested, would look cheap. 

The problem is by no means simple, 
and our country is not the only sick 
patient. We, however, are like a test 
case before the highest tribunal of jus- 
tice. The decision in our case will serve 
to guide the world. Those that have— 
and they undoubtedly are. the leaders 
of our country—must recognize the ex’ 
istence of disease and must not wait un- 
til those that have not will take the 
patient in their own hands, and, as usual, 
misled by demagogues, fanatics and false 
prophets, will inflict untold misery upon 
our people and irreparable damage to 
our great democracy. 

The problem warrants an economic 
council of the best and most honest 
blood and brains of our people—no poli- 
ticians, no wire pullers—just the most 
honest and able men and women our 
President can find. Let them unham- 
pered diagnose our ills and inaugurate 
real remedies, so that the patient will 
slowly but surely recover, and our great 
institution will emerge greater than ever 


ORIGINALLY CHARTERED, 1812 


THE PENNSYLVANIA COMPANY 


For INSURANCES ON Lives AND GRANTING ANNUITIES 
Trust ComMPANY 


Member of Federal Reserve System 


PACKARD BUILDING, 15th & CHESTNUT STREETS 
PHILADELPHIA 
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STATEMENT OF CONDITION 
DECEMBER 3lst, 1930 
RESOURCES 


CasH AND AMOUNT ON DEPOSIT WITH FEDERAL RESERVE 
BANK 
CEPARRTG PIGUSE ERCHANGE « « 6cecc 5 vice scvsicicweo ee neicies 
DUE FROM BANKS AND ITEMS IN PROCESS OF COLLECTION.. 38,248,665.30 
eae UNO, COLLATEWAL. «6.66555 cck co vec cee eee wiceuess 116,688,876.92 
INVESTMENT SECURITIES 61,580,604.98 
COMMERCIAL PAPER 23,205,303.33 
RESERVE FUND FOR THE PROTECTION OF “CASH BALANCES 
IN TRUST ACCOUNTS” 
FunMrrune, PICTURES AND VAULTS. . .0.00:0ccccccccccws 
MISCELLANEOUS ASSETS 
INTEREST ACCRUED 
BANK BUILDINGS 
CustoMers’ LIABILITY FOR LETTERS OF CREDIT AND 
ACCEPTANCES 2,659,848.52 
$279,810,879.27 


CAPITAL $8,232,400.00 


SURPLUS 34,000,000.00 


UNDIVIDED PROFITS 
RESERVED FOR CONTINGENCIES 
RESERVED FOR BUILDING 


2,675 ,083.47 
1,000,000.00 
721,366.13 


RESERVED FOR TAXES AND EXPENSES.......cccccccceces 595,757.47 


DiviDEND PAYABLE JANUARY 2, 1931 
TREASURERS CHECKS AND CLEARING 


OUTSTANDING 


INTEREST PAYABLE DEPOSITORS 
MISCELLANEOUS LIABILITIES....... 


617,430.00 


House Due BILLS 


7,197,285.93 
674,561.65 


wa sate aC paret wigiaseceiol aco ankcd 98,019.39 


Letters OF Crepit IssuED AND ACCEPTANCES EXECUTED.. 2,659,848.52 


Deposits 


PERSONAL 


NNR ss oi cen wrckaca Riarerenenaradute 


C. S. W. Packarpb, President 


220,739,126.91 
$279,810,879.27 


$753,681,883.31 


sol spe wae es ane Rion alr $1,891,355,164.00 


JAMES CHESTON, 3RD, Treasurer 
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A Filing System That Works 





By Laura ODGERS 


T this time of the year, every 
organization, whether large or 
small, is confronted with the 
problem of the proper filing of its 
correspondence and _ disposition of 
records. The business world in gen- 
eral is giving more and more attention 
to this phase of its operation because 
it knows that properly done it helps to 
make the wheels run smoothly, and 
improperly done it is the proverbial 
“monkey wrench in the works” and 


There has also recently been established 
a third unit for general correspondence 
of an unimportant nature which is 
destroyed in a year and a half. 

In this unit a 250-division automatic 
index system is used, consisting of 250 
primary alphabetic divisions, with ten 
secondary alphabetic divisions to each 
primary division, which is the equiva- 
lent of a 2500-division of the straight 
alphabetic system. All incoming mail 
must be initialed, showing it has re- 








January, being “transfer month,” is a time when many banks 
are forced to give some thought to their filing methods and must 
consider whether or not their present systems are adequate for 


their needs. 


In this article Miss Odgers describes the filing system 


of the Union Trust Company of Cleveland. 








may result in losses. Many systems 
have been invented but each organiza- 
tion must put in operation a system 
fitted to its particular needs. 

When the Union Trust Company of 
Cleveland was organized, many systems 
were investigated and equipment and 
system were chosen which would ade- 
quately fill the needs of this “Depart- 
ment Store of Finance.” To date there 
reason to regret the choice. 
Centralization of files was established 
in the general reference department in 
so far as was practicable. However it 
was necessary to establish several de- 
partmental files, such as in the estates 
trust, corporate trust, bond, credit, 
foreign exchange and stock transfer 
departments. 

The general reference department 
has two complete filing units, one for 
general and official correspondence 
averaging 900 pieces of mail a day, 
the other for cash letters averaging 


is no 


1200 a day and collections and mis- 
cellaneous items averaging 2100 a day. 


ceived attention, before it is accepted 
for filing. 


IMPORTANCE OF CLASSIFICATION 


Correct interpretation and classifica- 
tion of correspondence is the vital point 
in filing and the stumbling block of 
most file clerks. Many times it is 
partly the fault of the writer of the 
letter. For instance, John Smith uses 
his company’s letter-head and signs the 
letter using his official company title 
and the text of the letter may be so 
ambiguous that the file clerk must do 
a lot of investigating before she can 
determine whether John Smith is writ- 
ing about a personal or company 
matter. With this question settled, 
we place one line under the primary 
name or subject and two lines under 
given name or second company name 
under which it is to be filed. 

Mail is then put into an alphabetical 
sorting tray according to the primary 
classification, counted and stamped with 
43 





806 Branches 
in Canada and 
Newfoundland, 


including : 


Montreal 
Toronto 
Vancouver 
Ottawa 
Winnipeg 
Halifax 

St. John, N. B. 


St. John’s, Nfld. 


ye? 


100 Offices 
Abroad, 


including : 


London 
Paris 
Barcelona 
Havana 
Buenos Aires 
Rio de Janeiro 
Sao Paulo 
Montevideo 
Caracas 
Lima 

Bogota 

Port of Spain 
San Juan 


Panama 


The Royal Bank 
of Canada 


HEAD OFFICE: MONTREAL 


Sir Herbert S. Holt C. E. Neill 


Pres. Vice-Pres. & Mer. Dir. 


M. W. Wilson 
Gen. Mer. 


CONDENSED STATEMENT AS ON 
NOVEMBER 29, 1930 


ASSETS 


Cash on Hand, in Banks and in 
Central Gold Reserves . 


Government and Municipal Securi- 
ties and other Bonds and Stocks 


Call Loans. 
Commercial Loans . 
Bank Premises 


Liabilities of Customers wet iis 
ters of Credit and other Assets 


LIABILITIES 


Capital, Reserve and Undivided 


Profits 
Notes of the Bank in niSieidilibbine 
Deposits ‘ 
Bills Payable, ene of — etc. 


. $164,251,285 95 


112,557,659.57 
102,311,487.58 
444,815,877.40 

16,978,919.54 


49,001,961.73 
$889,917,191.77 


$74, 106,778.29 
36,730,121.74 
727,191,166.07 
51,889,125.67 
$889,917,191.77 


NEW YORK AGENCY: 68 William Street 


Frederick T. Walker 
Edward C. Holahan 
Agents 


John A. Beatson 
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the date received on the back of each 
letter. Classification is then checked 
and code number put in upper right- 
hand corner. The code number is 
taken from a chart which is part of 
the system and is used only as a check 
for the correct filing of the letters. 
When five pieces of correspondence 
with the same individual or company 
have accumulated in the sundry folder, 
it is removed and a special folder made. 
This plan keeps the sundry folder from 
becoming a cumbersome volume. 

To readily distinguish special folders 
of correspondence, we use blue labels 
for banks and manila labels for com- 
panies and individuals. Correspondence 
with banks is always filed geographi- 
cally under the name of the city and 
alphabetically after the city. Third 
National Bank, Dayton, Ohio, is filed 
first under Dayton, then in the “t-z” 
secondary division. The geographical 
method is invaluable for, when the 





city is known, the letter can always 
be located. Every large city now has 
its Union Trust Company and every 
small town its Farmers Bank, so the 
above method distributes the corre- 
spondence properly through the alpha- 
bet instead of putting it all in a heap 
in the “U’s” and “F's”. 

Inter-branch mail with our twenty- 
two branch offices and _ inter-depart- 
mental mail of our main office receives 
special close attention. 


CROSS REFERENCES MADE 


A cross-reference sheet is made when 
more than one person or subject is in- 
volved in any letter and proves a life- 
saver many times. 

All letters taken out of the depart- 
ment are charged to the person taking 
them on an “Out” tickler card, with 
date taken and import of letter. “Out” 
card is placed in “Out” guide and filed 


FARMERS & MEPDLANTS Sank 


EAST TROY BISC, 


Af you wish Yo held out’ any ce: 
tree thie folder, 





rreerendence 
SLL in the apace below and wige 


Style of filing system used by the Union Trust Company of Cleveland. 
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in front of folder from which letter 
was taken. If letter is not returned 
within a reasonable time, we follow it 
up until it is. 

Many officers and clerks make good 
use of our “follow-up” system. An 
advance date and their name or initials 
in the upper left-hand corner of any 
letter they wish to refer to in ten days, 
six weeks or several months ahead, 
the letter is sent to general reference, 
a tickler card made of the above in- 
formation and the letter filed. The 
officer or clerk can then forget about it 
and on the required day the letter will 
be taken from files and sent to the 
proper party for attention. This 
eliminates the necessity of holding 
letters in the desk for future reference. 

The transit unit, housing an average 
of 1200 cash letters and 2100 collec- 
tions and advices a day, is a straight 
alphabetical geographic file using 
ninety-one legal size four-drawer cabi- 
nets. The two upper drawers of cabinets 
in both units are used for the current 
period and lower two drawers for the 


previous period. Thus the general 
correspondence, which is transferred 
yearly, contains two years’ material 


while the transit unit, which grows 
so rapidly, is transferred every six 
months, and contains but one year’s 
material. 

Legal-size, removable label guides in 
first, second and last position are used 
for the city name, bank name and 
sundry guides. Cash letters are filed 
in legal size, center tab folders placed 
behind the bank name guide and fol- 
lowed by folder for collections and ad- 


vices. 


Thousands of cancelled official, divi- 
dend, Christmas Money Club and ex- 
pense checks, as weil as drafts, are also 
filed here according to their serial 
letter and number. Then there are 
registered and insured mail receipts, 
paid-up loan cards, safe-keeping re- 
ceipts, check book orders, official check 
orders, statements of all kinds and ex- 
pense vouchers. From this department 
all records go to the archives, which is 
another story. 


DEPARTMENTAL FILES 


As mentioned elsewhere in _ this 
article, several departmental files have 
been established. In the estates and 
corporate trusts departments, everything 
is filed in straight alphabetic form 
under the name of the trust, using 
legal removable label guides for all 
divisions and sub-divisions of each trust. 
Bond department has a 320-division, 
straight alphabetic file. Foreign ex- 
change department uses 160-division, 
straight alphabetic for correspondence 
and a 60-division for its collections. 
Stock transfer department uses the 
automatic index system in 80-division. 

A big part of our work is running 
down unlocated mail and making sure 
it gets to the proper department or 
individual for attention. This is more 
than a filing department; it is a refer- 
ence department in every sense of the 
word. 

The aim of the general reference 1s 
to give the best service over telephone 
and counter in the minimum of time 
and it keeps ten clerks on the jump to 
accomplish this. 
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INVESTMENT AND FINANCE 






A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the “New York Evening Post” 








JANUARY, 


1931 








New York’s Biggest Bank Closing Since 1907 


O bank closing since the Knicker- 
bocker Trust scandal in the 1907 
panic has been witnessed in 

New York so important as the sus- 
pension last month of the Bank of 
United States, but the reception of 
the two episodes reflects a difference 
in underlying conditions likely to in- 
fluence recovery. 

Nobody will minimize the seriousness 
of the suspension of a bank in New 
York City with sixty branches lodging 
$160,000,000 deposits. That in the 
main these deposits represent the savings 
of people not in the wealthy class adds 
to the grief. Exactly what it has meant 
in the reduction of purchasing power 
at the holiday season is a question that 
can never be answered but that the 
suspension operated as a check on the 
enthusiasm of small buyers is a conclu- 
sion needing no elaboration. 

But it is a curious anomaly in recent 
financial history that the suspension of 
this important institution—not to men- 
tion the subsequent suspension in New 
York of the Chelsea Bank and Trust 
Company—has in no way shaken the 
confidence of men high in power in 
the financial district. Unlike banking 
failures of pre-Reserve days this im- 
portant suspension will go down as one 
at least which left the financial world 
if anything in a better frame of mind 
than it was before. Improvement in 
the security markets since the announce- 
ment of the suspension is a plain enough 
indication that in foreign quarters the 
event was nowhere interpreted as a fore- 
runner of similar experiences at other 
large banks or as an evidence of an 
existing weak position for banks gen- 
erally in this country. 


Contrast this reception in public 
thought of the closing of the Bank of 
the United States with the failure of 
the Knickerbocker Trust Company on 
October 22, 1907. What an electric 
shock that event was to the financial 
community of the time we can imagine 
from the following quotation of that 
date from the New York Evening Post: 
“After meeting a series of forenoon runs 
at its main office and all its branches, 
the Knickerbocker Trust Company, from 
which Charles T. Barney resigned as 
president last night, temporarily sus 
pended payments at 12.30 o'clock this 
afternoon. The announcement, flashed 
over the telegraph wires, sent the prices 
of stocks crashing downward in less than 
a minute.” 

Now in the volume of deposits the 
Knickerbocker Trust Company with its 
$68,000,000 was not as large as the 
Bank of United States but its col- 
lapse precipitated a financial storm that 
swept over the country and that even- 
tually led to the enactment of the present 
central banking laws. 

That the closing of the doors of the 
Bank of United States, which bore 
unfortunately a name that should never 
have been given to any institution not 
sponsored by the Federal Government, 
did not create more disturbance finan- 
cially shows what is the fact, that its 
collapse resulted from no general weak 
banking condition. In 1907 the failure 
of the Knickerbocker Trust Company 
created alarm for the reason that it typi- 
fied a weak banking structure and the 
imperative need for an elasticity in the 
banking world that was not present. 

Perhaps it is not going too far to sav 
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that strictly within the financial district 
the suspension of the Bank of United 
States did not disturb men so much as 
the attendant early December decline 
in bonds. For a considerable period 
bankers had known that the Bank of 
United States was not in an enviable 
position, and the collapse of the pro- 
posed merger of that institution with 
three others was in itself a warning. 


BOND LIQUIDATION 
Important banks at New York ac- 


cepted the warning as a sign to prepare 
for possible eventualities and launched 





10 RAILROAD BONDS 


a program of bond liquidation to put 
them in abundant funds. Subsequent 
events proved that the banks through 
their ultra-conservative policy of liqui- 
dating bonds had anticipated a possible 
demand exceeding anything that mate- 
rialized. Meantime this liquidation 
within the bond market had driven 
prices down sharply and created a feel- 
ing within the security markets that for 
about ten days bordered on hysteria 

It was not widely known perhaps that 
the bond selling had originated at the 
banks as an emergency measure. Many 
looked on the decline in these descrip- 
tions as a sign of underlying weakness. 
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CorPorRATION Bonps DECLINE SHARPLY 
Liquidation in connection with the suspension of the Bank of United States was 
largely responsible for the sharp decline in corporation bonds early in December. 
Liquidation was heaviest in the railroad and industrial groups, as will be seen from 


the above chart of Standard Statistics Company's index. 


More recently there has 


been recovery from these low December levels. 
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Reasoning that if bonds were not good 
then neither were stocks the decline for 
a while acted as a severe deterrent on 


sentiment. With the removal of the 
emergency situation the pressure on 
bonds has been lifted and sentiment 
restored to a more normal condition. 
Interesting it is to record that with the 
selling in connection with the approach 
of the year’s end we have witnessed 
changes in yield relationships that make 
a striking contrast to anything in recent 
history. 


YIELDS 


Falling stock quotations in December’s 
liquidating market introduced the pres- 
ent generation of investors to a high 
level of yields that many supposed never 
would return in this country. Common 


shares through the fall in quotations 
were swept down to levels indicating a 
yield of 5.78 per cent. if we accept as 
a fair measure of the change the average 
performance of ninety leading stocks. 
Since September last year the yield on 
common stocks carried in the Standard 


The Promise of a New Year 


We face the New Year with the strong conviction 
that the future holds great promise and will bring 
rich rewards to those who have confidence in the 
stamina and courage of the American people. 


Harris, Forbes & Company 
NEW YORK 
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Bond Department 
Harris Trust and Savings Bank 
Chicago 





Harris, Forbes & Company 
Limited 
Montreal 











Harris, Forbes & Cie 


Paris 


Statistics Company’s index have gone 
from their poorest to their best positions 
in the history of that valuable compila- 
tion. 

The following table shows the changes 
that took place: 


Yield at Yield at 
1929 present 
peak market 
(per cent.) (per cent.) 
QOFERIAEE 56% cioiawe’ve alee 2.88 5.78 
SO in@ustridls ..60s+0 3.15 5.94 
BO HMI Secesmteravecuniew.ee 3.84 7.39 
20 GGMGER d-siccsceccien 1.65 4.51 
Contrary to impression the most 


violent change in yields has been within 
the public utility group, although at 
4.51 per cent. the selected utility stocks 
still return less than any others in the 
division. To that yield level the utilities 
travelled from 1.65 a little more than a 
year ago. Railroad stocks at 7.39 per 
cent. return more than any other group 
but the change from the early autumn 
of 1929 when the yield on rails was 
3.84 was not as radical in this particular 
as that for utilities. 
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Bank Failures 


VS 


Sound Bank Management 


Unprecedented bank failures emphasize more than ever 
the need for expert management of bank funds. In no 
phase of present-day banking is this need more apparent 
than in the proper use of the funds invested in bonds. . . 
But the need of wisdom in the choice of suitable bonds is 
not all. Continuous control must be maintained to avoid 
losses and insure profits. 


For years our Bank Service Department has been en- 
gaged in the constructive analysis of bank secondary 
reserves and investments. Our clients have found these 
analyses a practical aid in the development and mainte- 
nance of liquid secondary reserves and profitable invest- 
ment accounts . . . Through our bank service department 
consultation facilities are available with our economist, 


Dr. Paul M. Atkins, author of 


Bank Secondary Reserve and Investment Policies 
the recognized standard work on this subject 


Write for literature describing our work 
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1931 Restores O_p RELATION IN YIELDS 


Violent declines since September, 1929, 


in common stocks have greatly swelled the 


yield available from shares with the result that the old relationship between stock 


and bond yields has been restored. 


From the above chart it will be seen that in 


the early autumn of last year common stocks returned but 2.88 per cent. whereas 


they now return an average of 5.78 per cent., 


Company’s list. 


according to Standard Statistics 


How the yield on stocks compares with that from bonds may be 


seen from the chart above. 


RELATION OF STOCKS AND BONDS 


Even more significant perhaps than 
these changes in yields is the sweeping 
difference that has come in the relation: 
ships of stocks and bonds. In the early 
autumn of 1929 common stocks at 2.88 
per cent. were returning nowhere nearly 
so much as bonds at 4.70 per cent. 
Since that time the indicated yield from 
common shares has swung nearly as far 
above that for bonds as it was below. 
We now find common stocks selling to 
yield 5.78 per cent. whereas bonds yield 


4.63. This relationship corresponds 
more nearly to those prevailing in former 
times. 

While the advent of 1931 finds busi- 
ness still at its lowest level since 1921, 
with no convincing evidence as yet that 
a recovery has set in, we are at that stage 
of depression when in times past im- 
provement invariably has come. With 
business now roughly 25 per cent. under 
a theoretical normal we are in a de- 
pression that ranks with any of our 
major depressions of the last fifty years. 
On the basis of past performance we are 
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justified in concluding that business is 
now scraping bottom but that it is scrap- 
ing bottom we cannot of course demon- 
strate on the basis of evidence in hand. 

Nor is it ever possible at this stage 


+ | of a business depression to reckon on the 

UN ITED \§ rate of return to recovery from low that 

- is in store. Some of our depressions 
FOUN DERS have been “V” shaped. A good example 
in recent history of one in that category 


CORPORATION was the 1924 recession from which re- 


covery was immediate and rapid. Other 





A holding company | depressions have been “U” shaped. That 
; hes in 1921 was a good example. Recovery 
which controls American || then was slow. Indeed it was somewhat 


more than a year after business touched 
bottom in the 1921 depression before we 
and has extensive in- were back again to normal. 

| Exactly how long it will take for 


Founders Co rporation 


vestments in public business in this instance to get back to 


utility and other fields. normal is a matter on which the prophets 

disagree widely but the concensus is that 
it will be late 1931 or early 1932 any- 
Ww how before the ground lost within the 
last year can be restored. That leaves 
still unanswered the question of how 
long it will take business from that 
normal level to get back where it was 
early in the summer of 1929. 





FIVE FAVORABLE FACTORS 
The characteristics of our people—they are aggressive, ingenious, optimistic, 
with high average intelligence. The backbone of any nation lies in the makeup 
of its people. 
The great development of natural resources that has given us efficient power 


at low cost and a plentiful supply of basic materials. 


The fact that industrial companies are spending about $100,000,000 annually 
for laboratory research, thus opening up new fields of opportunity. 


. Progress that is being made by agriculture in scientific farming and the 


development of sound and intelligent marketing. 


The greater stabilization of banking that is being accomplished by having 
fewer banking units, and these operated on a scientific, economic basis, which 
is resulting in greater safety and sounder credit. 

E. W. DECKER 


President, Northwest Bancorporation, Minneapolis. 
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Distortions in the Composition of 
Bank Secondary Reserves 





By PauLt M. ATKINS 


Engineer-Economist of Ames, Emerich & Co., Inc. 


HE scientific composition of a sec- 

ondary reserve account of a bank 

must be predicated on a knowl- 
edge. of the requirements of a bank 
in this respect. The failure to 
make the analysis by means of which 
these requirements can be determined 
frequently results in the aggregation of 
potential secondary reserve assets which 
are not suitable for their purpose even 
though the assets themselves are in- 
trinsically sound. The distortion which 
is the outcome often prevents the sec- 
ondary reserve account from perform- 
ing its function in a satisfactory fashion. 

This situation is the natural result of 
the fact that practically all bankers and 
their advisers study this problem from 
the standpoint of an analysis of the 
potential assets instead of from that of 
the needs of the bank itself. The 
analysis of securities and other resources 
which are logical components of a sec- 
ondary reserve is, of course, necessary, 
but it should be subordinated both from 
the viewpoint of time and emphasis to 
the analysis of the position and trend 
of the bank itself. 

A few practical illustrations will serve 
to explain the nature of this problem 
and its solution better, probably, than 
many pages of theoretical discussion. 
The following cases are taken from the 
actual experience of a number of coun- 
try banks which are sufficiently similar 
in location and circumstances to make 
them comparable. It is assumed that a 
definite secondary reserve standard has 
been established for each bank, and 
since these banks have been selected be- 
cause they are operating under sub- 
stantially similar conditions, the same 
basis has been employed in each case 
in developing the standard. 

One of the major reasons why the 


secondary reserve accounts of banks are 
distorted is found in the lack of con- 
sideration which is given to the maturity 
of the securities which are included 
therein. Some banks possess little or 
no short-term paper or United States 
Government securities upon which they 
can borrow at the Federal Reserve 
Bank. Some banks hold only long-term 
bonds, which are not suitable for a 
secondary reserve because of their ma- 
turity. In both cases, the bank is not 
in a position to establish its secondary 
reserve account on a sound basis. A 
discussion of maturity distortions merits 
an article to itself, and a discussion of 
it is, therefore, postponed to a later 
date. In the cases which are discussed 
in this article, bonds whose maturity is 
longer than is appropriate, have been 
eliminated from consideration. It is 
quite apparent in many cases that this 
reduces the potential secondary reserve 
assets below the amount needed to es- 
tablish an adequate secondary reserve. 

The distortion which results from the 
improper maturity of otherwise satis- 
factory secondary reserve assets is 
amplified by the distortion which comes 
from an unwise diversification of 
secondary reserve assets by type. This 
is caused, of course, by holding an ex- 
cessive proportion of any one type of 
asset, to the detriment of any of the 
others. In some instances, the analysis 
of the assets from this point of view 
shows a distortion of the potential 
assets because of an unnecessarily large 
amount of some one or two types of 
assets, thus showing a relatively insufh- 
cient quantity of others which may, in 
reality, be quite adequate. 

These different causes of distortion 
may affect the assets jointly or sever- 
ally. The most serious results are, of 
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Many Factors Should Govern 


the Selection of Bonds for Your Bank 


AFETY.. . marketability . . . income 
... the sponsorship of a good house 
...and what besides ? 


Right here is where ordinary bond 
buying leaves off, and where a policy of 
sound investment begins. Many bonds 
conform to the requirements given 
above; but among these many, there will 
very likely be only a few which afford 
just the additional features required by 
a given bank at a given time. 

Maximum investment value can ob- 


viously not be arrived at through rule- 
of-thumb methods. It can be determined 


only after a careful and detailed study of 
the bank, its present situation, the con- 
ditions under which it operates, and the 
investments it already holds. 


Thoroughgoing analytical studies of 
this kind, leading to sound investment 
policies and programs, are a part of the 
service which Halsey, Stuart & Co. pro- 
vides for its bank clients without cost. 
Further suggestions in regard to bank 
investment and its problems will be 
found in our folder, Sound Investment Prac- 
tice for the Commercial Bank. A copy will 
gladly be sent to any bank requesting it. 


ToL 





HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle St. NEW YORK, 35 Wall St. 
AND OTHER PRINCIPAL CITIES 


THE PROGRAM 
THAT DOES MORE 
THAN 
ENTERTAIN 


9 P. M. Eastern Standard Time 
8 P. M. Central Standard Time 


Every Wednesday Evening thousands increase their knowledge 
of sound investment by listening to the Old Counsellor on the 
Halsey, Stuart & Cc. program. Broadcast over a Coast to Coast 
chain of 3g stations associated with National Broadcasting Co. 


7 P. M. Mountain Standard Time 
6 P.M. Pacific Standard Time 
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course, caused by the joint influence of 
more than one of these influences at the 
same time. 

With these brief observations in 
mind, let us now consider certain par- 
beginning with those in- 
e the total potential sec- 
ve assets are inadequate: 


observed that there is less diversification 
distortion than in the first case. This 
bank has at least a small amount of 
three different kinds of secondary re- 
The account is in a very 
weak position, however, because of the 
entire absence of short-term paper and 


serve assets. 


ondary rese United States Government securities. 
CASE I 
Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 
BEREOCENCES: 2. oes ce cewnsinesiatetioec cena $ 0 0 $ 75,000 50 
United States Government securities ...... 
BMCial, DONG. oo ois dic.3w 6.6.¥.icr etic duels eer 0 0 15,000 10 
PUGNG Utiity DONGS: .i.0:0.5 cere cccemeine ces 0 0 15,000 10 
Tanne REDRIN fic ioe ce iene ai eso cine tees a) 0 21,000 15 
RUIN SARIS, oni so e-alerwi cre iste wwiew ome 5.000 00 
. a rial bond 1 1 24.000 15 
PORCION DOUNOS: <ociscicced sce ners drwesiwie 846% 0 O J 
$15,000 100 $150,000 100 


Per cent. of standard: 10 


The inadequacy and insufficiency of 
the potential secondary reserve assets 
are evident at a glance. They amount 
to but 10 per cent. of the standard set 
for this bank, and they include but one 
type of bond, with neither United 
States Government securities nor short- 
term paper. The distortion in this case 
is about as extreme as is likely to be 


In Case III the potential secondary 
reserve assets are equivalent to about 
25 per cent. of the standard set for the 
secondary reserve of this bank. This is 
far short of the requirements, but it is 
an improvement over the first two cases. 
The diversification distortion is also 
somewhat less. Four out of the seven 
different classes of assets are represented 


encountered in the case of a solvent by at least small amounts, although this 
bank. account, as it stands, is weak, because 
CASE II 
Actual Actual Standard Standard 
amount _ percentage amount __ percentage 
Call loans, bankers’ acceptances and ) 
GOMEIRECEAL SIUQIIOT? 5 5-0) 50055 010's50) bless) s97e- sila" r$ 0 0.0 $ 50,000 50 
United States Government securities....... 
PR IGIAU GHEE ao: i0 5's 0-01 015)5'5) se: ersiainng mei 2,500 26.3 10,000 10 
Public Giiity DODGE «o's. 6.0.66ciseewsinsicces 5,000 52.7 10,000 10 
RIES CERIN aig a ia. a) gn ia taote ics, Sw wie: oc 0 0.0 15,000 15 
REIT AL. “EROS «o's. ois wise -o.c orele dia water siblerser 0 0.0 ) m 
: > 5.000 5 
GONE OMNES, oolk'eise.o.0'0. 3 wv luiainielsinpnsteyeess 2,000 21.0 $ : I 
$9,500 100.0 $100,000 100 


Per cent. of standard: 9.5 


It will be noted in this instance that 
the potential secondary reserve assets 
are, in proportion, somewhat less than 
in the first case, and from this stand- 
point alone, the distortion is slightly 
greater. 


On the other hand, it will be 





of the insignificant amount of short- 
term paper held and the total lack of 
United States Government securities. 
On the other hand, this account does 
possess an adequate amount of public 
utility securities, although it is totally 
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CASE III 
Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 

RIN, ans ai oa Gat 6. cere Sie. dieca WS mvaibiele $ 5,000 10.0 $ 40,000 20 
U. S. Government securities............. 0 0.0 60,000 30 
NEE IRON: catia cs or eces ced eeesreiers 14,597 29.6 20,000 10 
ee er 20,000 40.3 20,000 10 
SENTINEL 'u.6) ci ciel s:6 ere! Siwisinareee ecco 0 0.0 30,000 15 
RUIN I 5 prin aGisw: Apis eiblee wate dons 10,000 20:1.) 

URMN UIE aici 65g e'ainsd-o oere-cialeeeeo'<n 0 0.0 § 30,000 15 
$49,597 100.0 $200,000 100 
Per cent. of standard: 24.8 
lacking in railroad and foreign se- In Case V, a marked improvement 
curities. over the preceding instances is shown. 


Case IV represents a slight improve- In the first place, the potential assets are 
ment over the preceding case. The almost three-quarters of the standard set 





CASE IV 
Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 

III iol aipia crate ch ole 6) wie avece ecw elo $40,000 69.0 $ 40,000 20 
U. S. Government securities ............. 0 0.0 60,000 30 
ee Ne ee eee 0 0.0 20,000 10 
UNE WHET POEOE. ccesicscseccneccwes 5,000 8.6 20,000 10 
ee 8 re err rrr 0 0.0 30,000 15 
OSS eee eee 13,000 22.4 ) 

EE OUI Seis Suto aticsic ovicbieeces on sels 0 0.0 § 30,000 15 
$58,000 100.0 $200,000 100 


Per cent. of standard: 29 


available assets represent almost 30 per for this bank. This is a very much 
cent. of the standard and the short- higher proportion than is shown in the 
time paper, though deficient in amount, cases already discussed. In the second 
is proportionally much larger than in place, the amount of short-time paper 





CASE V 
Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 

ID ia eg Sale ria 5 aioe wi anccin ams $ 73,000 50.5 $ 40,000 20 
U. S. Government securities ............ 38,000 26.3 60,000 30 
Le BS ee ee 0 0.0 20,000 10 
PUnic Wy TOROS 6.6 cc si cecewres use 10,000 6.9 20,000 10 
ee ee ee rea 0 0.0 30,000 15 
PURINE WIND | .6 5.0 a0 6 ce Scionincceieees 18,500 12.8 
ee ee er 0 0.0 30,000 15 
ICAL CUNUS HOME: x ccreeebcedicswccwee 5,000 3:5 

$144,500 100.0 $200,000 100 


Per cent. of standard: 72.2 


Case III. On the other hand, only three and United States Government securities 
of the seven different classes of assets combined is slightly more than the 
are found on this list, and none of amount called for by the standard. 
them in sufficient amount. Four of the seven different classes of 
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assets usually included in a secondary 
reserve are represented—none of them 
adequately—and, in addition, the bank 
possessed a few real estate bonds which 
appeared to be suitable. There are so 
few bonds of this type which possess 
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In Case VI, it will be seen that the 
potential secondary reserve assets are 
slightly in excess of the standard set 
and in this sense are adequate. This 
account possesses considerable strength 
and liquidity, due to the fact that most 





CASE VI 
Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 

AECEDEANCES occ civics ese escenewecens $ 0 0.0 $ 40,000 20 
U. S. Government securities ........... 209.000 99.5 60.000 30 
WOMCIICINOT (OGUEE: accep :e-ctecmieieeccine siaees 1,000 5 20,000 10 
PUpMG Wily DONGS: 6.0.0 cscs ccc csi eee 0 0.0 20,000 10 
WREEUOGET. RITE. «ok ioresic: coven siwietnneeae eee 0 0.0 30,000 15 
PHCUMEDIAL GHGS bo 66. cccncs ses eee wee. 0 0.0 ) : 

WOPeRIn HONOR s.cccncncncsviceanierncimt 0 0.0 § 30,000 15 
$210,000 100.0 $200,000 100 


Per cent. of standard: 105.5 


an adequate degree of all of the qual- 
ities—safety and liquidity—that this 
type of bond is not usually found in or 
advocated for this account. There is 
not a type of general list bond, how- 
ever, in sufficient amount in this list. 





of its assets are made up of United 
States Government bonds. From the 
standpoint of diversification, however, 
it is seriously distorted, as it has no 
short-time paper and no general list 
bonds, and but one municipal. 
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Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and_ bankers’ 

RCTS «6/5, cue ecelig.alaca ely siers at Daiaroee $ 0 0.0 $12,000 20 
U. S. Government securities ............ 10,400 14.5 18,000 30 
PUI NSIIEIN 50,6. s.0 sg. wires ec or 9@ GLa wip) 6: aa 5,000 7.0 6.000 10 
PES GME THINS, Sa aw ccelncdic de eine eaies 9,000 12.6 6,000 10 
ONS INS goles ONS a sptacoldi o dauein- ack 11,000 15.5 9.000 15 
DOONIERE DOING 5a aris.o:ce a Swe Rb wid OS arena 13,000 18.3 ) 

RTE OGD o:for asides, 657 S Pinte. cco wareieees 19,000 26.5 § 9,000 15 
Peed! estate BORGS. ei ciccccccwaeeeseaeess 4,000 5.6 
$71,400 100.0 $60,000 100 


Per cent. of standard: 118.8 


Case VII is an interesting contrast to 
the one which precedes it. The total 
available secondary reserve assets are 
proportionately large, but it is weakened 
because of the absence of short-time 
paper and the inadequate amount of 


would prove to be the stronger would 
depend on circumstances. Under most 
conditions, the latter would certainly 
have the greater earning power. 

In Case VIII, we see a bank which 


has more than double the potential sec- 


CASE VIII 
Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 

SOCEPEAMCES, cic cccseceeseceseseceues $100,000 18.4 $ 50,000 20 
UU. S. Government bonds «.....< 0.56.0 secesee 0 0.0 75,000 30 
PIC URAT ONSEIIE: 61.0: 010, 5 one: ors) obec oyerere/ sieve 1,000 2 25,000 10 
PGC Whitey BORGES 6... cic:e 6 screws cereinis 258,000 47.5 25,000 10 
BRICRAE RINNE 8.5 ceive. ere) ole w/oimin (avai @volalern. oe 27,700 5.2 35,000 14 
Investment trust Bonds: 2... 0.4666. 60e806 5,000 9 0 0 

striz BY Auuistreneves Sadaievacereieratels calesiis 3,000 3. 
Indu trial bond 73 13.7 40,000 16 
BRENT SHINNENE ©2096: toy ae'gnr- ee ohrorarmnigenave. eG Owiors 76,000 14.1 § 
$540,700 100.0 $250,000 100 


Per cent. of standard: 216.5 


United States Government securities. 
On the other hand, with this excep- 
tion, it has an excellent diversification 
by type among its secondary reserve 
bonds, which is in marked contrast with 
Case VI. Which of these accounts 


ondary reserve assets required to meet 
the standard set. From this standpoint, 
therefore, there is no distortion. An 
examination of the list shows that there 
is considerable distortion in the diversi- 
fication. There is a substantial amount 


CASE IX 


Call loans, commercial paper and bankers’ 

acceptances 
U. S. Government securities 
Municipal bonds 
Public utility bonds 
Railroad bonds 
Industrial bonds 
Foreign bonds 
Investment trust debentures ............ 
Real estate bonds 


Per cent. of standard: 558.5 








Actual Actual Standard Standard 
amount percentage amount percentage 
$ 0 0.0 $ 20,000 20 
0 0.0 30,000 30 
3,000 Bi 10,000 10 
223,200 38.0 10,000 10 
76,200 13.0 15,000 15 
110,000 18.6) 
114,600 24.6 > 15,000 15 
10,000 Ly 
21,500 3.6 0 0 
$558,500 100.0 $100,000 100 
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HROUGH many years of constructive financial service, 
and a vigorous progressive policy, the First National 
Bank in St. Louis has aided the advancement of the city’s 
large and small industries, and through its national con- 
tacts has invited many new enterprises to St. Louis. 


With its enormous resources, wide experience of its 
officers, and a well trained personnel, this large national- 
ly-known institution is in a position to render to individ- 
uals, organizations and business concerns a financial 
service complete in every detail and not excelled 
anywhere. 


Every First National Department is organized and 
equipped to keep pace with the changing business con- 
ditions and to meet the present day banking needs of 
commercial and industrial St. Louis, as well as the indi- 
vidual banking, trust and investment problems of the 
wage-earner or housewife. 


ST. LOUIS’ LARGEST BANK 
BROADWAY—LOCUST—OLIVE 
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but no United 
States Government securities. There is 
an excessive volume of public utility 
securities, but only one municipal bond. 
The number of railroad bonds is too 
limited, while the quantities of indus- 
trial and foreign bonds are larger than 
necessary. Of course, in the case of 
those types of bonds which are present 
in larger amounts than are necessary, 
e it is quite possible to transfer them to 
é the investment account of a bank. 


| of short-time paper, 
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bonds which are adapted to a secondary 
reserve account than it needs. It is 
suffering, therefore, from a diversifica- 
tion distortion which limits its strength 
as indicated by its size. It is distinctly 
unwise to depend on general list bonds 
alone to make up a secondary reserve 
account. 

It will be noted in Case X that the 
total potential secondary reserve assets 
are not quite equal in amount to the 
standard set. On the other hand, it 


CASE X 


Actual Actual Standard Standard 
amount percentage amount percentage 
Call loans, commercial paper and bankers’ 
WIEMEIIORN, pies ci case se scenes cose $ 95,000 48.3 $ 40,000 20 
U. S. Government securities ........... 28,850 14.7 60.000 30 
: CIEE IRD 555 05a ahep.eo wiiceie we esiers 29,500 15.0 20,000 10 
UNC SEY DORGS. 65:60:02, s0esicasyeews 5,000 2.6 20,000 10 
RN NN go ore arent- ercrwiuieiereav eee 13,000 6.6 30,000 15 
WRRORRIME TRAITS. | 5 rsceirase ra svecsiste wed aie'e era 19,500 9.7 l 2 
BRON III 4.0 acevo erenvernsinve ace wie wats 6,000 3.1 5 30,000 15 
$196,850 100.0 $200,000 100 


Per cent. of standard: 98.3 


Moreover, they are potential sources of 
funds by which to obtain the securities 
which are lacking. 

The amount of potential secondary 
reserve assets in relation to the standard 
set is much larger in Case IX than in 
any of the others so far discussed, and 
from this point of view it is easily the 
strongest. On the other hand, it will 
be observed that this bank has no short- 
time paper nor United States Govern- 
ment securities. It is also deficient in 
suitable municipal bonds. It has, how- 
ever, a much larger amount of public 
utility, railroad, industrial and foreign 


will be observed that the amount of 
short-time paper and United States Gov- 
ernment securities held is in excess of 
the standard and that all of the sever 
classes of potential assets are repre- 
sented. Unquestionably, the secondary 
reserve of this bank is the least dis- 
torted and is the best balanced of any 
of the cases so far presented. 

The final case presented is the best 
of the entire group. The amount of 
the potential secondary reserve assets is 
slightly in excess of the standard set, 
indicating an adequate reserve, but one 
which has not been built up to such a 


~ 








CASE XI 
Actual Actual Standard Standard 
amount percentage amount _ percentage 
Call loans, commercial paper and bankers’ 

MONIES reaps cbse sack se sisters oie $ 65,000 31.7 $ 40,000 20 
U. S. Government securities ...........- 61,550 29.8 60,000 30 
RURICI A) DODUE 60.6 6 ereesicwereaeevian 9,000 4.4 20,000 10 
PUBHC MGMEY BONUS <0. 6656.0 e ccm cs on 15,000 g Re 20,000 10 
OE SO rae eee ee eee 20,000 9.7 30,000 15 
PINOT ORES: 5sco.0:0r5:c wits wie vinln.cceceies 28,000 Rear | 
WCET MOE -a.s orn Si ore sinieteinnecs ree weleigrey 7,000 3.4 J 30,000 15 

$205,550 100.0 $200,000 100 


Per cent. of standard: 102.8 
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size as to limit unnecessarily the earn- 
ing power of the bank. Its holdings of 
short-time paper and United States Gov- 
ernment securities are in excess of the 
standard, thus providing more liquidity 
than past experience shows to be es 
sential. This, of course, adds materially 
to the strength of this account, although 
it detracts a little from its earning 
power. All of the several classes of 
assets are represented. One group of 
bonds is somewhat in excess of the 
standard set. As this group includes 
the industrial and foreign bonds, it adds 
more than the average income to the 
account and tends to offset in some 
measure the lower earning power of 
the short-term paper. 

As the standard which has been set 
in all of these cases is given as a guide, 
and not as a rigid formula to be fol- 
lowed in every detail, it may be said 
that there is practically no distortion 
in this account. It might be well for 
the reader to turn back to earlier cases 
cited and compare the position of this 
bank with that of the first cases. The 
greater strength, liquidity and utility 
of the latter account is at once apparent. 
It should also be compared with those 
cases which are adequate in amount but 
whose diversification is badly distorted. 
The likelihood of a bank like the last 
one getting into financial difficulties is 
relatively remote, not only because it 
possesses an adequate reserve, but be- 
cause its position indicates capable man- 
agement which, in all probability, per- 
meates the entire bank. 

It should also be clear that what has 
been done by ‘one bank can also be ac- 
complished by others. There appears 
to be no valid reason why all banks 
should not develop sound secondary re- 
serve accounts for themselves. Some 
are in such a position that it may take 
a long time to do this, but they are the 
ones which need it most. No bank, 


however, need delay in making a scien- 
tific analysis of its position and needs, 
for these are the first steps necessary in 
order to accomplish the desired result 


BOND MARKET OUTLOOK FOR 
1931 


THAT a sensationally rapid recovery 
from the present low level of bond 
prices is one of the possibilities in the 
bond market for 1931 is a conclusion 
reached in an analysis of the present 
situation in the bond field made by the 
research department of Lawrence Stern 
and Company, investment bankers of 
Chicago and New York. 

The review states that the “stage is 
set for a rapid rise in the price level 
of bonds as soon as any definite turn in 
business conditions removes the special 
and temporary factors which brought 
about the present depression in bond 
prices.” 

The present extremely low prices for 
bonds, according to the Lawrence Stern 
and Company analysis, are very largely 
due to a number of special and unusual 
factors which have operated in the last 
two months. Many observers have been 
bewildered and discouraged by the 
extraordinary weakness of bond prices— 
resulting recently in many cases in de- 
clines of from fifteen to twenty points. 

In considering the future course of 
bond prices, it should be remembered 
that all of these factors are special and 
temporary. Their effect has been to 
cause a rapid decline in bond prices 
within a very short time—and the effect 
of their removal might very well cause 
an equally rapid advance in prices in 
an equally rapid time. Just as soon as 
there is a definite turn in the business 
situation for the better—and even a 
slight restoration of confidence—the 
major part of these special factors will 
cease to be operative, and the upward 
reaction should be equally as startling 
as the downward course. 

It is outside the function of this re- 
view to attempt to predict when a turn 
in general business conditions will come. 
If such a turn definitely appears in 1931, 
however, it appears reasonably certain 
that the stage is set for a rapid—perhaps 
a sensational—rise in the price level of 


bonds. 
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Investment Trust Review and 





Outlook 


Management Trusts Forced to Conservatism — 1930 Fixed Trust 
Year — Management Trust Stocks at Discounts — Fixed 
Trusts Require Close Analysis 


By WALTER N. Durst 


N the January, 1930, issue of THE 

BANKERS MAGAZINE, an article on 

the “Outlook for Investment Trusts” 
included the following paragraphs: 


“The classic conception of investment 
policy as laid down by decades of 
experience of British and Scotch trusts 
has been a diversification among bonds, 
preferred stocks, common stocks and, 
always, a reserve of cash. In addition 
they have followed the policy of inter- 
national diversification. A trust may 
not necessarily follow the latter policy, 
but events of the last few months have 
rather clearly indicated the wisdom of 
a wide diversification among lien as 
well as equity securities and liquid 
resources in addition to the actual 
portfolio of securities. 

‘The investment plan of British trusts, 
a plan often advertised as having 
carried them through panics, wars, 
crises, and depressions—and this ad- 
vertisement has been made by many 
trusts which did not follow their plan 
to any appreciable extent—has_ been 
vindicated. The trusts which did fol- 
low this plan were in a far better 
position for the drastic decline than 
others following a so-called more liberal 
investment policy. 

“An investment trust is built to in- 
vest and reinvest funds over a consider- 
able time before the investment man- 
agement ability is definitely proved. 


The decline brings home forcefully an- 
other axiom of investment trust man- 
agement, namely, that nearly ten years 
are necessary to adequately set up an 
investment trust against just such oc- 





currences as those of October and No- 
vember, 1929. 

“During the last few years prac- 
tically all investment trust stocks have 
advanced in price. In most cases this 
was justified. In some cases, it was over- 
done. However, many investment trust 
stocks advanced in the general period 
of enthusiasm without justification. 
Their investment policy did not war- 
rant it. The widely varying manner 
in which trusts were prepared for the 
decline and the great difference in their 
position after the decline, emphasize 
the fact that trusts must now be con- 
sidered individually, not only as to that 
oft-repeated general analysis of “man- 
agement” but also as to age, earning 
record and investment policy. 

“Investors may be more critical of 
the investment policy pursued than 
they have been in the past. ‘They may 
place the results of one trust in con- 
trast to those of another. Investment 
trusts which follow a strong and 
adequate, and at the same time con- 
servative, investment policy, will con- 
tinue to have a real value to offer the 
investor. Others, lacking in invest- 
ment management ability, will suffer 
and individual analysis of results will 
tend to separate the sheep from the 
goats, the good from the bad, in the 
investment trust field. The ability of 
the management in achieving results is 
the paramount factor and individual 
analysis will reveal that ability. 

“The decline may cause a decided 
change in the investment policies of 
many trusts. It may also cause an 
appreciation of the fact that the prin- 
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ciples of British trust management are 
the type that endure rather than specu- 
lative but more temporary investment 
principles. Through capital structure, 
diversification, investment management, 
the investment trust has a real place 
in the community and offers a_ real 
service to the investor. But the degree 
of service can only be ascertained by 
individual analysis of trusts and the 
lack of service of some trusts does not 
detract from the service offered by 
others. 

“The recent decline of the stock 
market has been a severe test of the 
investment trust, but certain principles 
have emerged from this test. Many in- 
vestment trusts should, can and have 
done better than the investor. It is the 
province of investment trust manage- 
ment to seek to attain this goal. It is 
the task of the investor to choose trusts 
which have achieved or are achieving 
this goal. Individual analysis of in- 
vestment trust management is the only 
pathway open.” 

MANAGEMENT TRUSTS 

When the above paragraphs were 
written, the extent of the business de- 
pression and the continued decline of 
stock prices were not foreseen. Man- 
agement trusts following the conserva- 
tive policies outlined above fared the 
best during 1930. Several management 
trusts reported declines of net asset 
values for their common stocks of less 
than 10 per cent. for the first nine 
months of 1930 compared to a stock 
market decline of 17.5 per cent. (Dow- 
Jones Industrial Averages). A group 
of thirty management trusts (and re- 
lated companies) reported an average 
decline of net asset values of 11.9 per 
cent. for the first nine months of 1930, 
or a considerably better performance 
record compared to the stock market 
decline. The net asset values of many 
trusts declined considerably more than 
the _ market decline and the total 
average is doubtless greater as invest- 


ment Ae managers were generally in- 
clined to be 


“pre-bullish” 


regarding the 
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stock market. The average perform- 
ance is quite satisfactory but individual 
analysis of investment policy and cap- 
ital structure is very necessary in the 
case of all management trusts. 

Management trust stocks were selling 
at discounts below their net asset values 
throughout 1930. This was a reaction 
from the 1929 prices, when they almost 
universally commanded premiums. The 
discount was slightly greater toward the 
end of the year and averaged about 25 
per cent. From the longer viewpoint, 
management trust stocks are among the 
choicest bargains available at the pres- 
ent time. The situation regarding man- 
agement trust stocks was recently de- 
scribed by Standard Statistics Company 
as follows: ° ‘It is our opinion, however, 
that active stocks of conservatively con- 
ceived, fairly capitalized investment 
companies, holding a diversified list of 
sound and remunerative securities, and 
under the guidance of experienced man- 
agements—who, for a fair emolument, 
bend all their energies toward the suc- 
cessful operation of their charges—will 
eventually command a price at least 
equal to the proportionate market value 
of the underlying assets. 


FIXED TRUSTS 


The overshadowing development in 
the trust field in 1930 was the growth 
of the fixed trust. Taking advantage 
of the temporary unpopularity of man- 
agement trusts, fixed trusts were formed 
by the score. Total value of fixed trust 
certificates outstanding is now estimated 
at about $500,000,000. The major por- 
tion of these certificates was sold dur- 
ing 1930 With such a tremendous 
growth, with the number of fixed trust 
certificates available to the investor and 
the different plans they have to offer, 
the conclusion is that the time has now 
arrived for the investor to make as 
critical an analysis of fixed trusts as he 
has been making of management trusts. 

A fixed trust certificate represents a 
certain proportionate interest in a group 
of securities (usually common stocks). 
In addition to the general run of fixed 
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trusts containing leading industrial, rail 
and utility stocks, some _ specialized 
trusts have been formed for bank stocks, 
oil stocks, utility stocks, and chain store 
stocks. A certain “load” is charged by 
the fixed trust for the service of setting 
it up, trusteeing, etc. A thorough 
analysis of this “load,” both the visible 
and invisible portions, has now become 
necessary due to the large number of 
fixed trusts in the field. 
FIXED TRUST CLASSIFICATIONS 

Fixed trusts may be broadly classified 
as the distributive type and the accumu- 
lative type. The former distributes 
proceeds from the sale of stock divi- 
dends, rights, split-ups, as well as cash 
dividend income. A large portion of 
distributions is, therefore, the return of 
capital. The accumulative type retains 
split-ups and larger stock dividends 
(usually), and distributes proceeds from 
the sale of rights, small stock dividends 
and cash dividend income. A _ small 
portion of such distributions is, there- 
fore, capital returns. The accumulative 
type distributions are smaller during 
the early years of the trust but will 
naturally tend to become larger with 
the passage of time. 

During 1930 trusts of both types 
were offered, although toward the end 
of the year the tendency was toward 
the accumulative type. This was partly 
the result of the decline in the number 
and immediate possibility of stock 
split-ups. Over a period of time the 
accumulative type has many advantages 
over the distributive type. Toward the 
latter part of the year the tendency was 
also toward the introduction of some 
“management” features, through elimi- 
nation clauses allowing the organizers 
to anticipate unfavorable developments 
for particular stocks. Such elimination 
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clauses are noteworthy as they allow 
elimination in the orthodox fixed trust. 

The fixed trust field is thus broadly 
divisible into four groups: (1) the semi- 
fixed trust which allows both elimina- 
tions and substitutions thus introducing 
management as a factor; (2) the fixed 
trust which allows eliminations but not 
substitutions; (3) the distribution type 
which tends to gradually return the 
capital of the investor and (4) the ac- 
cumulative type which builds up the 
number of shares of stocks making up 
a unit through retention of large stock 
dividends and split-ups. The develop- 
ment of the fixed trust has placed be- 
fore the investor a variety of fixed trust 
certificates as great as the variety of 
management trust stocks in the hey-day 
of their development. 

The salient features of the invest- 
ment trust situation are then briefly as 
follows: management trust stocks are at 
discounts below net asset values and the 
stocks of well managed companies 
should eventually return to such net 
asset values; as a general rule, manage- 
ment trusts are rather heavily invested 
in common stocks at the present time 
and the recovery of management trust 
stocks largely depends on the recovery 
of the stock market; the fixed trust has 
enjoyed a tremendous development dur- 
ing the last year and many different 
types of fixed trust securities are now 
available. The growth of the invest- 
ment trust movement during the last 
year indicates that it is here to stay and 
grow and serve the investor but this 
does not remove the burden from the 
investor of following the advice of the 
London Financial Times regarding in- 
vestment trusts: “But an investment in 
trust companies is subject, like every- 
thing else, to the exercise of care in its 
selection.” 
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Instalment Selling and Federal 
Reserve Policy 


By MILAN V. AYRES 


Analyst, National Association of Finance Companies 


T the present time there are be- 
lieved to be about 900 finance 
companies buying automobile 

paper, and perhaps 200 engaged ex- 
clusively in other fields. Many of the 
automobile finance companies are also 
financing sales of other kinds of goods. 
The plan of operation of a finance com- 
pany is essentially very simple. It takes 
no part whatever in the sale of the 
goods. Neither does it loan money for 
the purchase of the goods. It simply 
buys from the merchants or dealers, at 
a discount, the instalment contracts al- 
ready executed. In drawing up the con- 
tract, the dealer adds to the selling 
price an amount sufficient to cover the 
finance company’s discount. This amount 
is known as the carrying charge. In 
the case of automobiles and some other 
kinds of goods, the finance company 
usually provides fire and theft insur- 
ance, the cost of which is included in 
the contract. 


BORROW FROM BANKS 


The finance companies buy perhaps 
two and one-half billions of instalment 
paper annually. In addition they use 
funds in what is called wholesale fi- 
nancing, the purchase of accounts re- 
ceivable and other activities, to the 
amount of perhaps one and one-half 
billions more, or a total of four billions 
of dollars annually. Where do they 
get the money? Mainly from two 
sources, their own capital and bank 
loans. It is considered normal for a 
good-sized company to borrow up to 
four times its capital. It borrows from 





Extracts from an address before the In- 
stitute of Public Affairs, University of Vir- 
ginia. 


banks and pledges the instalment con- 
tracts which it holds as security for the 
loans. 

Frequently when a finance company 
wishes to negotiate a loan from a bank, 
it is met with refusal, on the ground 
that its notes are not eligible for re- 
discount with the Federal Reserve banks. 
The finance companies, therefore, are 
seeking to have their notes admitted to 
eligibility. 

If a merchant buys goods for resale 
and gives a thirty, sixty or ninety-day 
note in payment, or if a manufacturer 
gives such a note in payment for raw 
materials to be fabricated, or if the 
manufacturer or merchant borrows 
money from his bank, giving his note 
therefor, intending to use the proceeds 
to buy goods or to meet his payroll, 
all those notes are eligible. The bank, 
if it is a member of the Federal Re- 
serve System, can take notes of that 
kind to the Federal Reserve bank and 
receive cash therefor to the amount of 
their aggregate face value, less a dis- 
count computed at the current pub- 
lished discount rate. 

Several other kinds of paper are 
eligible. The provision of the law as 
to eligible paper reads as follows: 


“Any Federal Reserve Bank may dis- 
count notes, drafts, and bills of ex- 
change arising out of actual commercial 
transactions; that is, notes, drafts, and 
bills of exchange issued or drawn for 
agricultural, industrial, or commercial 
purposes, or the proceeds of which have 
been used, or are to be used, for such 
purposes, the Federal Reserve Board to 
have the right to determine or define 
the character of the paper thus eligible 
for discount, within the meaning of 
this Act.” 
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THE QUESTION OF ELIGIBILITY 


You will note that the Board has 
the right to determine the character of 
paper to be considered eligible, within 
the meaning of the Act. Pursuant to 
that authority, the Board has issued a 


great many rulings determining 
whether particular kinds of paper 
should be eligible or not. It has de- 


cided that the notes of finance com- 
panies, the proceeds of which are used 
to buy instalment contracts, are not 
eligible. The finance companies con- 
tend that under the law it could make 
such paper eligible if it saw fit, and 
they believe that if it did so, that 
action would be of decided benefit to 
some millions of instalment buyers. 

Today, if the buyer of an automobile 
gives a ninety-day note in payment, or 
in part payment for his car, that note 
is eligible. If he gives a series of notes, 
payable at twelve successive monthly 
intervals, each of those notes is eligible 
as soon as it has only ninety days more 
to run. You can see that it would not 
be practicable to discount any consider- 
able proportion of instalment notes that 
way. It would involve a vast number 
of small notes by unknown makers. 
The banks would not want to handle 
them. Instead, it is proposed that 
finance company notes, issued in large 
amounts, secured by those small under- 
lying instalment notes, be made eligible. 
The banks know that these notes are 
in general about the safest kind of 
paper they handle, and would almost 
always be glad to get them if they 
knew they could rediscount them at 
need. 

It was the intention of the founders 
of the Federal Reserve System that the 
rediscount privilege should be confined 
to paper created in connection with 
the production and marketing of goods. 
Thus notes given to finance the con- 
struction of new buildings, or for the 
purchase of stocks and bonds, or for 
any other investment purpose, are not 
eligible. Finance company notes are 
clearly made for the purpose of facili- 
tating the marketing of goods. If it 


were not for the activities of finance 
companies, great quantities of goods 
which are now being marketed would 
not be made or sold at all. Therefore 
these notes comply with the eligibility 
clause of the Act, as above quoted. 

The amount of money which the 
member banks can borrow from _ the 
Federal Reserve banks is limited to the 
amount of their holdings of eligible 
paper and Government securities. In 
a recent issue of the Federal Reserve 
Bulletin, it was pointed out that at 
the end of 1929, member banks held 
four and four-tenths billions of eligible 
paper plus three and two-tenths billions 
of Government obligations, giving them 
a borrowing power of seven and six- 
tenths billions, whereas at that time 
they were actually borrowing less than 
one-tenth of that amount. These 
figures are given to show that there is 
no need of increasing the quantity of 
eligible paper, by admitting any addi- 
tional kinds of paper, such as finance 
company notes, to eligibility. 

A discussion of the quantity of 
eligible paper needed by our banking 
system would be far too complex for 
the present occasion. It is enough to 
say that a number of men very promi- 
nent in banking ‘circles have stated their 
opinion that a time is approaching 
when, for reasons of economic safety, 
some means must be adopted to widen 
the scope of eligibility. Furthermore, 
against the alleged fact that the banks 
have all the eligible paper they need, 
there is the certainty that banks fre- 
quently do make the statement that 
their reason for refusing funds to 
finance companies is the lack of eligi 
bility of their notes. 


FINANCE PAPER IS SAFE 


I have said that finance 
paper is safe. I want to say more than 
that. It is much safer than the ordi- 
nary run of commercial paper. Finance 
companies almost never fail. There is 
apparently no record of any _ bank 
losing a substantial amount through the 
failure of a finance company. In time 


company 


of depression their paper is much safer 
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and more liquid than the paper of 
average business and industrial con- 
cerns. 

Contrary to the general impression, 
there were a good many finance com- 
panies in operation during the big de- 
pression of 1921. So far as we have 
been able to find, not one of them 
failed. We know of sixty-four finance 
companies which went through the 
depression of 1921, and are still operat- 
ing. Many of the largest and most 
successful companies of today are in 
that list. Furthermore, during the de- 
pression in 1921 and 1922, fifty-two 
more of the companies now operating 
were organized. They were started at 
a time when capital was intimidated 
and could be had only for the safest 
sorts of enterprises. This is strong 
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proof that the finance companies then 
operating stood out as_ particularly 
sound and profitable undertakings. 

What benefits would result from 
granting eligibility to finance company 
paper? It would relieve the officers of 
finance companies from much of the 
time and effort now spent in arranging 
to secure funds from banks. It would 
grant official recognition to finance 
company paper as a high class of 
security. It would result in finance 
companies securing their funds at a 
lower rate of interest than they now 
have to pay. As a result, competition 
between companies would quickly result 
in a corresponding reduction of their 
financing charges, so that several mil- 
lion instalment buyers would be bene- 
fited every year. 


The Banker and the Farmer 


By ALEXANDER LEGGE 


Chairman of the 


MONG all the problems and com- 
plications involved in trying to 
work out a better agricultural 

program perhaps the question of how 
to do the necessary financing comes to 
the surface at least as often as any 
other. In many localities where 
bankers are dealing with the problem 
with rather unhappy results it is per- 
haps just as difhcult a question to meet 
as any on the list. The bank examiner 
tells the bankers that they must keep 
their loans in a more liquid condition, 
yet there are altogether too many dis 
tricts in the country where agricultural 
paper has shown very little disposition 
to thaw out since the big freeze of 
1920-21. Yet somehow the situation 
must be met. Forced liquidation too 
often results only in putting the 
struggling farmer out of business with- 
out making much of an improvement 
in the bank’s balance sheet. 

It would seem the part of wisdom 


Extracts from an address before a meeting 
of the Agricultural Commission of the 
American Bankers Association. 





Federal Farm Board 


that a program of conservative assis- 
tance, coupled with perhaps a closer 
study of and consultation with the 
farmer in planning what he is going 
to do next would, in most cases, bring 
better results, both to the farmer and 
to his bank creditors. I am wondering 
whether those bankers who are operat- 
ing in rural districts where the large 
part of their business always has been 
and must be with the farmer haven't 
in many cases gotten away from the 
relationship existing between the farmer 
and the banker who is helping finance 
him as compared with the situation 
fifty years ago. In those days the 
local banker acted as a sort of father 
confessor and consulting engineer and 
many times he was managing director 
of the farmer’s financial operations. 
The basis of credit in most cases was 
not so much the actual assets the bor- 
rower had but rather the moral risk 
and the potential possibilities on the 
part of the borrower to repay. 

When the farmer applied to the 
bank for a loan it seems that it 


72 THE BANKERS MAGAZINE 


almost the universal custom for the 
banker to take him aside and spend a 
few minutes, or longer if necessary, in 
going over his financial situation some- 
what in detail, analyzing just what he 
had to meet, how he expected to meet 
it, and when. When the banker, after 
reviewing the farmer's situation, said to 
the would-be borrower, “I don’t believe 
it is safe for you to undertake this, 
the load of obligations you are carrying 
is altogether too heavy,” or the banker 
felt that the purpose for which the 
farmer wanted to use the money was 
hazardous and from his knowledge of 
the outlook affecting whatever the par- 
ticular venture might be, usually with 
better information as to the situation 
than the farmer himself possessed, the 
decision was not to proceed, the farmer 
usually accepted the judgment of his 
financial adviser and adjusted his pro- 
gram accordingly. In other words, the 
relationship of this banker to the agri- 
cultural borrower was a sort of com- 
bination one. In these highly specialized 
days we call for the judgment of the 
economist, engineer or expert, who is 
supposed to be in a better position to 
analyze the problem than is the fellow 
who is carrying on the operation. 
Now I may be entirely wrong in 
the impression that in these latter days 
of high-powered salesmanship, and pro- 
motional activities, in which we are al- 
ways hearing about the killing that 
somebody made in a_ promotional 
scheme, merger or stock-selling program 
or something of that kind, that perhaps 
we have somewhat lost the humdrum, 
every-day contact with our old cus- 
tomers. A little more time spent in 


careful consideration of the borrower’s 
program, plans and operations under 
the private banker who is making loans 
might have resulted in more liquidation 
of these farm borrowers to the benefit 
of both the borrower and lender. 

After all, the results in each and 
every line of business endeavor depend 
largely on the measure of service 
rendered. The main objective of the 
banking service in any community 
should be to care for the needs of that 
community. I know full well that 
many of our bank examiners are advis- 
ing their country customers to cut 
down their percentage of farm loans 
and keep more of their deposits in- 
vested in more flexible securities, but 
after all isn’t this simply begging the 
question instead of going at the heart 
of the trouble and dealing with it in 
such a way that those local loans may 
become what they used to be and what 
they should be? 

Why should a banker want to main- 
tain a banking institution at Wheat 
Corners or Cotton Crossing or some 
other point in the rural districts if such 
deposits as he gets are to be used in 
investments far removed from local in- 
terests? 

Perhaps at one time it may have 
been possible for the banker to func- 
tion merely as a convenience or check- 
ing account depository to the local 
people, but in many districts this dis- 
tress situation has progressed to a 
point where unless the banks get back 
of a program to bring about an im- 
provement in the local situation they 
aren't going to have much deposits to 
fool with anywhere. 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MAGAZINE has secured the services of Mr. 
the inquiries of readers on current problems of the credit manager. 


Robertson to answer 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINE, 71-73 Murray Street, New York. 


UESTION: Should a concern value 
its merchandise in process at its 
actual cost on statement date? 


A. W. J 


ANSWER: The majority of com- 
panies follow the procedure of valuing 
merchandise in process at its cost as 
of statement date. That includes initial 
cost of raw material plus a labor, 
etc., to bring it to its present stage. 
You will appreciate, of course, ‘< in 
many lines of business inventory in 
process is practically worthless; that is, 
it would cost so much to complete it 
that upon completion in the event the 
company was embarrassed it might be 
found difficult to sell the merchandis ise 
even for the additional expense 
sary to bring it to a saleable 
The writer is familiar with cases 
companies have entirely omitted from 
their assets merchandise in process, as- 
signing no value to it whatsoever. This, 
of course, is ultra conservative, is not 
a regular practice and is not to be 
found in most instances. 


QUESTION: Do you think it well 
for a bank making inquiries to use a 
multigraphed or printed form letter for 


or do you consider that 
typewritten letter 
ults? We have been 


the purpose 
an __ individually 
brings better res 


using individual typewritten letters for 


this purpose. ca: Se 
ANSWER: We have written to a 


number of prominent banks in an 
attempt to learn the practice which they 
follow with respect to the use of form 
letters and find opinions quite divided 
on this subject. Some of the larger 
institutions use multigraphed forms, 
having a separate form to cover each 
particular type of inquiry. In other 
cases, while the letters sent out are 
practically form letters, that is, the 
stenographer copies a set form for the 
purpose, the letters are individually 
typed. Some banks feel better results 
are obtained from specially typed 
letters, while others feel form letters 
are entirely sufficient for their needs. 
Of course, even with the use of form 
letters there are times in making a 
special investigation of one nature or 
another that the specially dictated letter 
is found to bring better results to cover 
some particular point that you have in 
mind. It is probably also safe to say 
that so far as a general investigation is 
concerned one large bank in writing to 
another large bank secures practically 
the same information regardless of 
whether the inquiry is made on a form 
letter or a specially typed letter. It is 
very possible that the form letter would 
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not work out so well in the case of 
the smaller institution. However, it is 
quite generally the rule that most banks 
endeavor to answer inquiries in a full 
and complete way, giving an intelligent 
reply and take this attitude regardless 
of whether the inquiry is made by 
means of form letter or a_ specially 
typed one. The Robert Morris Asso- 
ciates have discussed the matter a 
number of times and there have been 
varying views on the subject with the 
consequence that we find the practice, 
even among larger institutions, consider- 
ably divided. If the amount of time 
you would save by using form letters 
for the bulk of your inquiries would 
involve any real financial saving it 
might be a matter well worth considera- 
tion, but in the event that the special 
typing of letters is not costing your 
organization too great an amount from 
a financial standpoint you can _ feel 
certain that the results of specially 
typed letters will be just as good as 
form letters, and might be somewhat 
better, so that you might be sufficiently 
compensated for the expenditure. 


QUESTION: We note from state- 


ments of some finance companies an 
item appearing on the liability side of 


an amount due to dealers. We would 
appreciate very much any comment 
you care to make with respect to this 
item, and whether or not in your judg- 
ment it should be considered a current 


liability. A... i J. 


ANSWER: This item will appear 
particularly in the statements of finance 
companies doing business in the way 
of financing receivables. For example, 
if they do not advance the face amount 
of the receivable they may follow the 
practice of setting the receivable up in 
the asset side of the statement at its 
full value and set up on the liability 
side the difference which would be 
due to the dealer when, as and if it is 
collected. It is, therefore, evident that 
the item actually constitutes no liability 
on the part of the finance company 


except when it is collected, and in 
reality constitutes a form of reserve. 
On the other hand, as long as you are 
including full amounts of receivables 
in the current assets of the company 
it is only fair to set up the particular 
item in question as a current liability. 
It might be fairer from the standpoint 
of the finance company to deduct the 
item from the receivables shown, carry- 
ing the amount as net, because, of 
course, the inclusion: of it on both 
sides of the statement reduces the com- 
pany’s current ratio. 


QUESTION: Inasmuch as some ac- 
countants classify receivables as to age 
would it not also be a good measure 
to a company’s credit standing to have 
its merchandise classified as to age? 
Would it not be possible for the ac- 
countant to give such information? 


eS 3 


ANSWER: It, no doubt, would be 
possible for the accountant to 
such information, but it would not be 
very practical and would involve a tre- 
mendous amount of detail as well as 
expense. Also, for the information 
to have any value it would seem to the 
writer that the person receiving the 
figures must have an_ exceptionally 
clear understanding of the business 
and the nature of operations. For 
example, in some lines of business a 
considerable amount of time is in- 
volved between the purchase of raw 
material and the bringing of the prod- 
uct to its final stage, while in other 
lines of business this condition does 
not apply. Even concerns which on 
the face of information might appear 
to be in the same line of business 
might not be at all comparable with 
respect to any age which inventory 
might show. Of course, in other lines 
it would be a good thing to know of 
anv old or obsolete merchandise due to 
stvle changes, and it would not seem 
the aging of the inventory would be 
the best way to obtain the information, 
nor would it seem that practice would 
be altogether practical. 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


BANK NOT PROTECTED BY COL- 
LECTION RULE ON DE- 
POSIT SLIP 


Foster v. People’s Bank, Court of Ap- 
peals of Georgia, 155 S. E. 
Rep. 62 


N a number of states it has been held 
if that it is not proper for a bank re- 

ceiving checks for collection to for- 
ward them direct to the banks on which 
they are drawn. This rule has been 
changed by statute in some of the states, 
and it has generally been held that, 
even where the rule prevails, a bank 
may protect itself in forwarding checks 
direct to the drawee banks by establish- 
ing a rule to that effect and bringing 
it to the attention of its depositors. 

In this case it was held that a rule 
authorizing the bank to send checks for 
collection direct to the drawee banks 
and to receive exchange in payment, 
which rule was printed on the bank’s 
deposit slips, did not relieve the bank 
from the duty of exercising proper 
diligence in other respects. 

The facts showed that the defendant 
deposited in the plaintiff bank a cashier's 
check issued by another bank in the 
same town. The plaintiff bank pre- 
sented the cashier’s check and received 
in payment a draft on a bank in a dis- 
tant city. The plaintiff bank paid the 
amount of the cashier’s check to the 
defendant, but was unable to collect the 
draft because of the failure of the 
issuing bank. 

The plaintiff bank then brought this 
action against the defendant. It .was 
held that the question whether the 
plaintiff was negligent in taking a draft 
on an out-of-town bank in payment 
of the cashier’s check, so as to make it 


responsible for the loss, was one for the 
jury to decide, notwithstanding the pro- 
tective rule printed on its deposit slips. 
A judgment in favor of the plaintiff 
was accordingly reversed. 


OPINION OF THE COURT 


JENKINS, P. J.—Where money is 
placed in a bank on general deposit, the 
rule is that the title passes immediately 
to the bank, and the relation of debtor 
and creditor is thereby created between 
the bank and the depositor. McGregor 
v. Battle, 128 Ga: 577, 58 S, EH. 28, 
13 L. R. A. (N. S.) 185. This rule 
also applies to checks or drafts, if they 
are received on deposit with the in- 
tention that they be treated as cash. 
First National Bank v. McMillan 
Brothers, 15 Ga. App. 319, 322, 83 S. 
E. 149; Few v. First National Bank, 
40 Ga. App. 791 (2), 151 S. E. 546. 

Ordinarily, where checks or drafts 
are indorsed and deposited in a bank, 
the presumption is that the title does 
not pass and the relation of debtor and 
creditor does not exist until the collec- 
tion has been made, and a credit made 
in anticipation of collection will be 
deemed provisional, and the bank may 
cancel the credit or charge back the 
paper to the customer's account if the 
check or draft be not paid on proper 
presentation. Bank v. McMillan, supra; 
Gulf States Lumber Co. v. Citizens’ 
First National Bank, 30 Ga. App. 709, 
119 S. E. 426. If the indorsement be 
entered in terms as for collection, such 
a presumption would be conclusive; but, 
if the indorsement be in blank, the pre- 
sumption would give way to any con- 
trary understanding which might be 
shown to have actually existed. Ac- 
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cordingly, where, as in the instant case, 
a check was indorsed in blank “in the 
ordinary course of business,” and “with- 
out any express agreement or under- 
standing” as to the character of the 
deposit, except that the deposit book 


contained a stipulation indicating a 
general rule that checks received on 


deposit would be taken for collection 
only with the right on the part of the 
bank to charge back the credit in the 
event the check should fail to be paid 
on proper presentation, the relation of 
debtor and creditor would not exist 
unless the acts and conduct of the 
parties amounted to the equivalent of 
some actual express agreement or un- 
derstanding . contravening the general 
rule. But where the check was in- 
dorsed in blank, even despite such gen- 
eral stipulation contained in the pass- 
book, if it further appears from the 
surrounding facts and _ circumstances 
that it was the actual intention of the 
parties that title to the paper should 
pass, such general rule would give way 
to such actual understanding, and the 
78 
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relation of debtor and creditor as con- 
templated would be given effect. 

In the instant case, where the’ cus- 
tomer deposited with the plaintiff bank 
a cashier's check on another bank in 
the same city for $2,000, indorsed by 
him in blank, receiving the plaintiff 
bank’s unconditional time certificate of 
deposit, which set forth that the cus- 
tomer had deposited in the bank the 
sum of $1,000, payable to the cus- 
tomer’s order six months after date, with 
interest at 5 per cent., and a further 
credit in his passbook for the remain- 
ing $1,000, and where the plaintiff 
bank, on the day following the deposit 
of the cashier’s check, presented it to 
the bank issuing it, in the same city, 
along with other checks drawn on the 
same bank and held by the plaintiff 
bank, amounting in all to $2,585.10, 
and received from the other bank items 
drawn on the plaintiff bank amounting 
to $339.74, and a check on a third 
bank in another city, drawn to the 
plaintiff bank, for the difference, which 
latter check, on presentation, was pro- 
tested by the bank on which it was 
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drawn, the issuing bank having failed 
in the meantime, and where the plain- 
tiff bank thereafter, with full knowledge 
of the failure of the bank issuing the 
cashier's check, and of the nonpayment 
of the check issued to it by the failing 
bank, paid over to the customer, on his 
demand, all funds held on general de- 
posit, including the $1,000 item de- 
posited as the proceeds of the cashier’s 
check, and, at its maturity, paid the 
time certificate of deposit in full, it was 
error for the court, in a suit brought 
by the plaintiff bank against the cus- 
tomer, to recover the amounts thus 
knowingly and voluntarily paid by it, 
not predicated, however, upon any lia- 
bility on defendant's part under his in- 
dorsement of the’ check, to direct a ver- 
dict in favor of the plaintiff for the 
amount of the cashier’s check, with in- 
terest thereon, on the theory that the 
plaintiff bank, as a matter of law, be- 
came the mere agent of the customer 
for the collection of the cashier's check. 

This is true despite the general rule, 
in view of the unconditional promise of 
the bank to pay a half portion of the 


UNDIVIDED 


PROFITS OVER $80,000,000 


proceeds of the deposit and its subse 
quent conduct above narrated, which 
might be taken as a recognition of the 
understanding existing at the time the 
check was received. Furthermore, it 
was a question for the jury to deter- 
mine, in the event they should find that 
the bank was merely the agent of the 
depositor for collection of the check, 
whether as such agent it had, under the 
facts and circumstances, exercised due 
diligence in collecting the check by ac- 
cepting in exchange a check on a dis- 
tant bank for a portion of the amount. 
See, in this connection, Baldwin State 
Bank v. National Bank, 144 Ga. 181 
(la), 86 S. E. 538; Walton Guano Co. 
v. McCall, 111 Ga. 114, 116, 36 S. E. 
469; 7 C. J. pp. 610, 614, §§ 268, 276, 
277; 3 R. C. L. 616, § 245. The gen- 
eral provision contained in the 
tomer’s passbook, that the bank re- 
served the right to “send items direct to 
institutions where payable and to ac- 
cept their exchange draft in lieu of 
money,” does not abrogate the rule of 
diligence in collecting checks received 
on deposit, as might be measured and 
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determined by the facts and circum- 
stances of the particular transaction; it 
not being shown in the instant case that 
the plaintiff bank was unable to obtain 
cash in lieu of the exchange check 
drawn on a bank in a distant city. 

Where the petition brought by the 
plaintiff bank against its customer 
sought, by reason of the facts set forth 
in the third division, supra, to recover 
the amount of the cashier’s check de- 
posited with it by the customer, and it 
was alleged that the cashier’s check was 
deposited for collection for the cus- 
tomer’s account, and was handled by 
the plaintiff in the usual and customary 
manner and as the parties contemplated 
it should be handled, the court properly 
overruled a motion to dismiss the suit, 
in the nature of a general demurrer. 
But under the rulings set forth, a ver- 
dict in favor of the plaintiff was not 
demanded, and the court erred in so 
directing. 

Judgment reversed. 


PUBLIC ACCOUNTANTS LIABLE 
IN CERTIFYING INCORRECT 
BALANCE SHEET 


Ultramares Corporation v. Touche, New 
York Supreme Court, Appellate 
Division, 243 N. Y. Supp. 179 


Certified public accountants who are 
negligent in making an audit and pre- 
paring a balance sheet for a corpora- 
tion, which they certify as being a true 
and accurate statement of the financial 
condition of the corporation, are liable 
for losses sustained by another corpora- 
tion which loans money in reliance upon 
the figures shown by the balance sheet. 

(This reverses the opinion of the 
New York Supreme Court, which was 
published in the July, 1929, issue of 
THE BANKERS MAGAZINE.) 


OPINION OF THE COURT IN PART 


The general principle involved, and 
upon which plaintiff relies for imposi- 
tion of liability, is that, if one under- 
takes to discharge any duty by which 
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the conduct of others may be governed, 
he is bound to perform it in such a 
manner that those who are thus led to 
action in the faith that such duty will 
be properly performed shall not suffer 
loss through improper performance of 
the duty or neglect in its execution. 
Thus, we have the buyers of merchan- 
dise given recovery against public 
weighers who were to make return of 
the weight and to furnish buyers with 
a copy. The public weighers certified 
the weight, and the buyers paid the 
sellers on that basis. Discovery that 
the weight had been incorrectly certified 
as a result of defendant’s negligence 
was found to give the plaintiffs the 
right to the resulting damage. 

It was decided there that the use 
of the certificates was not an indirec 
or collateral consequence of the action 
of the weighers; that it was a conse- 
quence “‘which, to the weighers’ knowl- 
edge, was the end and aim of the trans- 
action.” The sellers ordered, but the 
buyers were to use, the certificates. 
Public weighers hold themselves out to 
the public as “skilled and careful in 
their calling.” Glanzer v. Shepard, 
233 WN. Y.. 236; 238, 135 N. E. 275, 
276, 23 A. i. KR. 8425. 

The duty was held not to be bound 
in terms of contract, nor of privity; 
although arising from contract, its origin 
is not exclusive from that realm. If 
the contract and the relation are found, 
the duty follows by rule of law. Dili- 
gence—it was pointed out—was owing 
not only to the person who ordered the 
employment, but also to those who re- 
lied thereon. a 

The evidence showed that these ac- 
countants knew for four years that 
their client (Fred Stern & Co., Inc.) 
was a borrower from banks in large 
sums; that these banks required certified 
balance sheets as a basis for making 
loans; and that Fred Stern & Co., Inc., 
would require these certified balance 
sheets for continuing existing loans and 
securing new loans. So that this might 
be done, some thirty-two original coun- 
terparts of the certified balance sheet 
were requested by the client, Fred Stern 






















& Co., Inc., and furnished by the ac- 
countants (defendants). 

The jury's verdict thus imports that 
defendants knew that the certified bal- 
ance sheets would be used by Fred 
Stern & Co., Inc., for the purpose of 
procuring loans, and that the very pur- 
pose of employment in the transaction 
between Fred Stern & Co., Inc., and 
Touche, Niven & Co., the accountants, 
was to allow Fred Stern & Co., Inc., to 
bring it about through these balance 
sheets. The results: That loans on the 
faith thereof would be made by per- 
sons who would be governed by its dec- 
larations. Financial statements in the 
course of trade have come to be used 
customarily for the purpose of secur- 
ing credit, and accountants indicate in 
their public advertisements that makers 
of loans should require the safeguard 
of an independent audit prepared by 
public accountants, so a correlative ob- 
ligation is placed upon them. It is their 
duty—if they do not wish their audit 
to be so used—to qualify the statement 
of their balance sheet and the certificate 
which accompanies it in such a way as 
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to prevent its use. One cannot issue 
an unqualified statement which will be 
so used, and then disclaim responsibility 
for his work. 

Banks and merchants, to the knowl- 
edge of these defendants, require cer- 
tified balance sheets from independent 
accountants, and upon these audits they 
make their loans. Thus, the duty arises 
to these banks and merchants, of an 
exercise of reasonable care in the mak- 
ing and uttering of certified balance 
sheets. 

The facts here are brought within 
the rule in the case of International 
Products Co. v. Erie Railroad Co., 244 
N. Y. 331, 338, 155 N. E. 662, 664, 
56 A. L. R. 1377, that “there must be 
knowledge, or its equivalent, that the 
information is desired for a serious pur- 
pose; that, he to whom it is given in- 
tends to rely and act upon it; that if 
false or erroneous, he will because of 
it be injured in person or property. 
Finally, the relationship of the parties, 
arising out of contract or otherwise, 
must be such that in morals and good 
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conscience the one has the right to 
rely upon the other for information, 
and the other giving the information 
owes a duty to give it with care.” 

The certificate which these accounts 
attached to the balance sheet reads: 


“Touche, Niven & Co., 
“Public Accountants, 
“Eighty Maiden Lane, 
“New York 
“February 26, 1924. 
“Certificate of Auditors. 

“We have examined the accounts of 
Fred Stern & Co., Inc., for the year 
ended December 31, 1923, and hereby 
certify that the annexed balance sheet 
is in accordance therewith and with 
the information and explanations given 
us. We further certify that, subject 
to provisions for Federal taxes on in- 
come, the said statement in our opin- 
ion, presents a true and correct view of 
the financial condition of Fred Stern 
& Co., Inc., as of December 31, 1923. 

“Touche, Niven & Co., 
“Public Accountants.” 
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From this certificate and the findings 
made by the jury which are entitled io 
be held conclusive in behalf of the 
plaintiff: That the defendants i:new 
that the result of the audit would be 
used by Fred Stern & Co., Inc., to 
represent its financial condition to per- 
sons from whom Fred Stern & Co., Inc., 
might seek to borrow money, and that 
the balance sheet would be relied upon 
by such persons as indicating the true 
financial condition of Fred Stern & Co., 
Inc.; that defendants, in exercising 
their public calling as auditors, did not 
exercise that care and ‘skill required of 
them, but acted in a negligent and care- 
less manner, as a consequence of which 
the balance sheet made by them was in- 
correct, and that such negligence was 
the proximate’ cause of the loss sus- 
tained by plaintiff, i. e., that there was 
a causal relation between the neglect 
and the loss sustained which could rea- 
sonably have been anticipated, and that 
the presentation of the balance sheets, 
as certified by defendants, was the in- 
ducing cause for making these loans to 


Fred Stern & Co., Inc., which plaintiff 
















made, and that the loss was not caused 
by reason of any change in the financial 
condition of Fred Stern & Co., Inc., 
from the time of the presentation of the 
audit to the plaintiff, or because of any 
reliance of plaintiff on other interven- 
ing causes; and that plaintiff's conduct 
was free from contributory negligence, 
and we therefore conclude that a liabil- 
ity was properly found, arising out of 
a duty owed by the defendants to 
plaintiff not to misrepresent, willfully 
or negligently, the financial condition 
of Fred Stern & Co., Inc., and that 
the judgment for the plaintiff was cor- 
rect and should not have been set aside. 

That the particular person who was 
to be influenced by defendants’ act was 
unknown to the defendants is not ma- 
terial to a right to recovery, for it is 
not “necessary that there should be an 
intent to defraud any particular per- 
son.” In this case there was no mere 
casual representation made as a matter 
of courtesy; there was a certificate in- 
tended to sway conduct. There was 
“the careless performance of a service 
which found in the words of a cer- 
tificate its culmination and its sum- 
mary.” Here is an act performed care- 
lessly, intended to influence the actions 
of third parties, and one that reason- 
ably might be expected, when carelessly 
performed, to cause substantial loss. 

A duty exists towards those whom 
the accountants know will act on the 
faith of their certificates. The loss oc- 
curring here was the very result which 
reasonably was to be anticipated if 
the balance sheet was carelessly pre- 
pated: . . « 

We think that there was a proper 
conclusion with respect to damages. 
The amount of cash loans made to Fred 
Stern & Co., Inc., with interest thereon, 
credited with all moneys repaid or col- 
lected by plaintiff, whether through 
voluntary action or suit, without de- 
duction of costs of collection, was the 
approximate damage, and, while other 
proof of damage was excluded by the 
trial court, no appeal has been taken by 
plaintiff which raises a construction of 
that rule. 


THE BANKERS MAGAZINE 


EFFECT OF DEPOSIT-SLIP PRO- 
VISION ON BANK’S RIGHT 
TO SUE ON CHECK 


Holt v. First State Bank of Miami, 
Court of Civil Appeals of Texas, 
32 S. W. Rep. (2d) 386 


The payee of a check, drawn by the 
defendant, deposited it in the plaintiff 
bank for collection and was permitted 
by the bank to withdraw the entire 
amount of the proceeds. The deposit 
slip recited that the bank acted only as 
the depositor’s collection agent in mak- 
ing the collection. The check was for- 
warded but returned by the drawee 
bank because the account of the drawer 
had been garnisheed. It was held that 
it was a question for the jury to decide 
whether the statement on the deposit 
slip controlled, making the bank a mere 
agent, and so not entitled to sue on the 
check, or whether, by permitting the 
depositor to draw the proceeds, the bank 
actually became owner of the check and 
therefore entitled to enforce it. 

Action by the First State Bank of 
Miami against R. D. Holt and another. 
From a judgment upon a directed ver- 
dict against him, named defendant ap- 


peals. Reversed and remanded. 
OPINION OF THE COURT 
HALL, C. J.—The appellee bank 


(plaintiff) sued appellant Holt (de- 
fendant) and the Citizens’ State Bank 
of Wheeler (defendant) to recover the 
amount due upon a check in the sum 
of $802.78, which Holt had given, pay- 
able to the order of James Cook, and 
which Cook had indorsed to appellee. 

The appellee alleged that in issuing 
the check, Holt had acted as the agent 
of the Citizens’ State Bank; that Cook 
presented said check to plaintiff bank 
at its place of business in Miami, duly 
indorsed, and was given credit for the 
amount thereof, less $91.95 due on a 
note which plaintiff bank held against 
Cook’s son and which Cook agreed to 
pay. That the check was presented to 
the cashier of plaintiff bank after clos- 
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Assets 
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Balances due from other Banks 29,654,375.34 
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ing hours, and on the following day 
plaintiff issued a deposit slip to Cook 
for the amount of said check, less the 
amount of said note, or $710.83, and 
surrendered the note to Cook. That 
the deposit slip given Cook contained 
the following notice printed thereon in 
very small type: “In receiving items 
for deposit or collection this bank acts 
only as the depositor’s collecting agent 
and assumes no responsibility beyond 
the exercise of due care. All items are 
credited subject to final payment in cash 
or solvent credits. This bank will not 
be liable for default or negligence of its 
duly selected correspondents, nor for 
losses in transit, and each correspondent 
so selected shall not be liable except for 
its own negligence. This bank, or its 
correspondents may send items directly 
or indirectly, to any bank including 
payor, and accept its draft or credits as 
conditional payment in lieu of cash. It 
may charge back any item at any time 
before final payment, whether returned 
or not, also any items drawn on this 
bank not good at close of business on 
day deposited.” 

That said check was promptly for- 
warded to the defendant bank at 
Wheeler for payment. That within the 
next few days Cook checked out the 
entire balance evidenced by the deposit 
slip and thereafter the defendant bank 
returned the check with the words “ac- 
count garnisheed’ stamped thereon. 
Plaintiff bank alleges that it purchased 
the said check from Cook. That the 
drawee bank and Holt had refused pay- 
ment thereof and prayed for judgment 
for the amount of the check and i 
terest. 

The defendant Holt and the Citizens’ 
State Bank of Wheeler filed joint an- 
swer, denying the allegation that the 
plaintiff bank had ever purchased the 
check, and alleging that it was deposited 
by Cook for collection and accepted by 
plaintiff bank as the agent of Cook for 
the purpose of collecting it from the 
defendant bank. That prior to the time 
the check was presented to the de- 
fendant bank for payment, J. B. Wil- 
liams had instituted a suit in the dis- 


trict court of Wheeler County against 
James Cook et al., and, prior to the 
presentation of said check for payment, 
Williams had caused a writ of garnish- 
ment to be issued in his case and served 
upon the defendants before said check 
was presented for payment. That 
thereafter Williams recovered a judg- 
ment against James Cook for a sum in 
excess of the amount of the check sued 
on by plaintiff in this case. The de- 
fendants further allege that at the time 
plaintiff accepted the check it was the 
general custom and usage among. all 
banks, especially among banks in the 
vicinity of plaintiff bank, to accept 
checks drawn on out of town banks for 
collection and to withhold the payment 
of any checks or orders on said fund 
until the drawee bank had either ac- 
cepted or paid said check and remitted 


the amount to the original bank. That 
plaintiff knew of such custom at the 
time it accepted the check from James 
Cook, and is bound thereby. 

A jury 


was impaneled, but after 
hearing the testimony the court directed 
a verdict against the plaintiff in favor 
of the Citizens’ State Bank of Wheeler 
and in favor of plaintiff against R. D. 
Holt for the sum of $773. From a 
judgment entered in accordance there- 
with, Holt only appeals. 

There are numerous assignments and 
propositions which will not be consid- 
ered in detail, because, as we view the 
the sole question is: Under the 
evidence, did the court err in instruct- 
ing a verdict upon the theory that the 
plaintiff bank had purchased the check 
and was the owner of it? 

If the question is to be answered in 
accordance with the printed notice on 
the deposit slip set out above, then it is 
clear that the court erred, because the 
only inference which can be drawn from 
it is that the bank took the check for 
collection, but the slip is merely a re- 
ceipt for the check, and evidence is ad- 
missible to explain the real arrange- 
ment or agreement upon which appellee 
received the check. First National Bank 
v. Mangum (Tex. Civ. App.) 176 S. 
W. 1197. 
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Cook did not testify. H. A. Baird, 
cashier of the plaintiff bank, stated that 
he received the check from Cook and 
issued a deposit slip giving the latter 
credit for it in the sum of $710.83. 
That the check was for $802.78 and he 
gave Cook credit for the whole amount, 
but deducted therefrom the amount of 
a note which Cook’s son owed the bank 
and gave Cook credit for the balance, 
which was $710.83. He then sent the 
check off for collection. On cross- 
examination he _ stated that Cook 
brought him the check on the evening 
of August 27th after the bank had 
closed, and that Cook brought the check 
to him and gave it to him at his house. 
That he deposited it the next morning 
when he went to the bank and actually 
entered the deposit on the 28th. The 
testimony further shows that the plain- 
tiff bank honored checks drawn upon 
the fund by Cook, and that the whole 
fund had been paid out before the 
check came back to the bank dishonored 
because of the garnishment proceedings 
He testified that he did not call up the 





bank at Wheeler and make inquiry con- 
cerning the validity of the check be- 
cause he knew Mr. Holt, who was an 
officer of that bank, and considered the 
check good. Neither Baird nor Talley, 
assistant cashier of the plaintiff bank, 
ever testified that the bank actually 
purchased the check. The fact that 
they proceeded to honor Cook’s checks 
drawn against the deposit might be 
testimony from which a jury would 
conclude that the check had been sold 
to the plaintiff bank rather than de- 
posited there for collection. In any 
event, the testimony is such as to raise 
an issue of fact which the court should 
have submitted to the jury. Merchants’ 
Bank v. Gallagher et al. (Tex. Civ. 
App.) 8 S. W. (2d) 683; O’Hara et al 
v. Texas National Bank (Tex. Civ. 
App.) 299 S. W. 649; Mayfield Co. v. 
First National Bank of Terrell (Tex. 
Civ. App.) 287 S. W. 510. 

Because the court directed a verdict 
instead of submitting the issues to the 
jury, the judgment is reversed, and the 
cause remanded. 





This etching, showing the Merchants Coffee House as it appeared in 1784, where 
the Bank of New York had its beginning, was used by the Bank of New York 
and Trust Company on its Christmas card. 
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Credit 


By Sir GEORGE PAIsH 


O remedy for the present trade 

depression can be found without 

taking due account of the im- 
portant part that credit plays in world 
economy. Not only does credit ma- 
terially contribute to periods of trade 
activity, but it is one of the great 
forces making for an_ ever-increasing 
measure of national and world well 
being. When credit is readily avail- 
able and confidence assured, trade is 
good and progress rapid. But when it 
is withheld or is not in demand through 
lack of confidence, there is stagnation 
and even retrogression with all their 
attendant consequences. 

While bankers and investors of all 
countries participate in this all-important 
work, those of Great Britain have in 
the past been mainly responsible for the 
supply of current credit for the move- 
ment of produce between the nations, 
as well as for a large share of the sup- 
plies of permanent credit and of capital 
for expanding the world’s productive 
power and its means of distribution. 

The investment of capital abroad by 
Great Britain and by other countries, 
largely in the construction of railways 
and other means of communication to 
open up the undeveloped parts of the 
world, not only causes trade activity 
during the periods of investment and 
construction, but brings about a perma- 
nent expansion of trade by creating new 
markets in which to sell manufactured 
goods in exchange for the products of 
the newly developed districts. 

These capital investments and_ this 
creation of new markets furthermore 
increase the prosperity of the manufac- 
turing nations by expanding the demand 
for their products, thus causing their 
productive power to expand also. 


One of a series of articles by well known 
economists, affording opportunities to ex- 
ponents of different theories to state their 
cases, being published in the Monthly Re- 
view of Lloyds Bank Limited, London. 


In this way an expansion in the out- 
put of foodstuffs and of raw materials 
is attended by a corresponding expan- 
sion in the output of manufactured 
goods, the productions of the world are 
balanced, and an ever-increasing volume 
of trade is rendered feasible. 


PRESENT DEPRESSION 


In considering the present trade de- 
pression, account must be taken, in the 
first place, of the dislocation of credit 
by the war. It is true that this dis- 
location was in some measure adjusted 
by the British geivernment guaranteeing 
the due payment of all bills of exchange 
for which British accepting houses were 
liable, and also by the willingness of 
American bankers and investors to 
supply large amounts of credit for in- 
ternational purposes. Nevertheless, dis- 
turbance has continued until the present 
time, and even now the flow of credit 
and capital into normal channels has 
not been fully resumed. In part this 
has been due to the necessity of restor- 
ing European productive power from its 
war injuries. This has demanded the 
use of a large amount of credit and 
capital which otherwise would have 
been available for world development 
and the creation of new markets. In 
part it has arisen from the action of 
many countries in creating new manu- 
facturing industries by the aid of both 
national and foreign credit, and from 
the fact that many of these industries 
are now proving more or less redundant 
by reason of the restoration of the pro- 
ductive power of the war-stricken na- 
tions. In part it has resulted from the 
war debts and burden upon many na- 
tions of other obligations both national 
and international, which tax their 
powers of payment and reduce their 
financial strength. And in part it has 
come from the depreciation of the cur- 
rencies of many countries which cur- 
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tailed the resources of the bankers of 
those countries and ruined their in- 
vestors, whose savings had so materially 
contributed to the progress of their own 
nation as well as of other nations. In 
brief, the war and its consequences 
have affected in the most extraordinary 
manner the world’s credit system and 
have created a situation of great difh- 
culty. 

Owing to the war and the work of 
reparation the demands upon the inter- 
national money markets that continued 
to operate freely have thus been quite 
unprecedented and have severely taxed 
the resources of both bankers and in- 
vestors in those markets. 

Fortunately the banking law of the 
United States was revised just before 
the war and gave the national banks of 
that country the power to grant ap- 
proximately twice as much credit as 
formerly, without needing to make any 
addition whatever to their cash reserves, 
thus enabling American bankers to meet 


the very urgent demand for bank credit 
which arose in the earlier years of the 
war. The demand for American prod- 
ucts both during and after the war was, 
however, so great that in spite of the 
grant of exceptionally large banking and 
investment credits for international pur- 
poses, vast imports of gold into the 
United States became inevitable. The 
amount was indeed so large that the 
cash reserves of American bankers were 
doubled, thus permitting them to grant 
a still greater amount of credit. 

Moreover, in this country the mobili- 
zation in the Bank of England of the 
whole of the country’s gold resources, 
and the creation of several hundreds of 
millions of currency notes, which gave 
British bankers much larger cash _re- 
serves, enabled them to grant about 
two and a half times as much credit as 
they were able to grant in pre-war days. 

Thus the bankers of America and of 
Great Britain were able to grant some- 
thing like three times as much credit 
as they were able to grant before the 
war. It was these great creations of 
banking credit, plus the huge creations 
of investment credit in the United 
States, together with the smaller crea- 
tions in Great Britain, that met the 
world’s heavy requirements in a time 
of exceptional pressure. America and 
Great Britain together, during and 
since the war, have not only supplied 
their own peoples with almost fabulous 
sums of banking and investment credit, 
but have supplied other nations on bal- 
ance with approximately £7,000,000,000 
of short and long credit and capital. 

It is unquestionable that the main- 
tenance of the prosperity of the world 
at so high a level in the last sixteen 
years, notwithstanding the world war 
with its unprecedented destruction of 
wealth and its dislocation of industry, 
was due in very large measure to the 
immense amount of credit both banking 
and investment, thus placed at the ser- 
vice of the nations by American and 
British bankers and investors. 

It is sometimes contended that the 
recent great contraction of trade and 
fall in prices of commodities are due 
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to the failure of bankers and investors 
to continue to supply credit and capital 
on the scale on which it was supplied 
from 1914 until last year. 
RETURN TO NORMAL 

The truth is that the great buying 
pewer of the world and the high level 
of commodity prices could not have per- 
sisted for so many years but for the 
efforts that were made to supply phe- 
nomenal amounts of credit, and that it 
was impossible to continue to make 
these exceptional efforts under the con- 
ditions that developed. The war had 
been fought, the work of reparation 
had been completed, leaving Russia out 
of account, the productive power of 
Europe had been re-established and in- 
creased, and a reversal to more normal 
conditions was inevitable. Moreover, 
the vast amount of credit outstanding 
did not warrant its continuous creation 
on so great a Borrowers were 
finding difficulty in honoring their ob- 
ligations, and to have supplied them 
with additional credit on the same scale 
would merely have increased their dit- 
ficulties in meeting their obligations 
when the time came for them to pay 
their way out of their own incomes. 

The extravagant speculation in se- 
curities in the United States helped to 
lengthen the period of credit expansion, 
but it must be acknowledged that 
neither in America, nor in the rest of 


scale. 


the world, did fundamental conditions 
afford any justification for this specula- 
tion nor did they warrant the additional 
credit which it involved. 

As soon as the world’s buying power 
ceased to be maintained by abnormal 
creations of banking credit, a decline 
in the demand for goods with its at- 
tendant consequences of a heavy fall in 
prices and much unemployment became 
inevitable. 

HOW TO OVERCOME DEPRESSION 

In the discussions now taking place 
of the measures needed to overcome the 
present trade depression, emphasis is 
being laid (1) upon the necessity for 
improvements to the machinery of 
credit, and (2) upon husbanding the 
supplies of gold and rendering them far 
more effective as a basis for bank credit. 
In order to improve matters the Bank 
for International Settlement has been 
created in the hope that it will enable 
the gold reserves of the world not only 
to be mobilized but to be rendered much 
more effective than hitherto. It is of 
course desirable and indeed essential 
that every possible economy should be 
effected in the use of gold and that 
steps should be taken to maintain and 
to increase the supplies in order to pro- 
vide for future expansions of credit. 
But if the discussions are confined 
merely to questions of machinery or to 
gold reserves, or to the supply of credit 
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in relation to demand, to rates of in- 
terest, and other cognate matters, the 
day of trade recovery and increased em- 
ployment may still be a distant one. 
At the present time it is imperative 
to recognize that the credit system could 
never have grown as it has grown if it 
were a mere machine with all its opera- 
tions standardized and strictly regu- 
lated by the amount of gold available 
or by any other merely physical factor. 
It is, on the contrary, a highly sensitive 
organism subject to mental influences as 
well as to physical limitations. It is 
true that the creation of credit does in 
some measure depend upon the supply 
of gold and upon other physical factors, 
but however much gold the bankers of 
the world possessed, they would not 
and could not grant loans, if there were 
any serious doubt about their repay- 
ment when due. It is axiomatic that 
credit flows freely only in an atmos- 
phere of confidence and certainty, and 
that it cannot flow freely in an atmos- 
phere of distrust and uncertainty. In 
the last resort it must be remembered 
that bank credit is supplied by the pub- 
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lic to the banker in the form of de- 
posits, and that if the banker were 
known to be risking the deposits placed 
in his care for safety as well as for use, 
he would soon find himself without 
resources. 

One of the first questions to be asked 
therefore in a period of trade depres- 
sion when credit has begun to flow less 
freely is, “how has it come about that 
confidence is disturbed and what are 
the steps needed to restore it?” 

In the great trade depression of the 
nineties of last century, when the prices 
of commodities fell to their lowest level 
in modern times, it was realized that 
the depression could not be cured as 
long as America continued to pursue a 
policy which excited grave distrust both 
at home and abroad, there being at that 
time a real danger of her deciding to 
pay her debts in depreciated silver in- 
stead of in gold. Cheap money was 
powerless to overcome the distrust, the 
Bank of England’s rate of discount re- 
maining at 2 per cent. for a period of 
no less than two and one-half years 
without bringing any improvement. 
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Nor had increasing new 
gold any effect upon trade or upon 
prices. These new gold supplies more 
than doubled in a few years, but prices 
continued to fall. It was not until 
measures were taken effectively pledging 
America to the gold standard, that dis 
trust was replaced by confidence, and 
that America, and with her the entire 
world, came out of a period of great 
distress into a period of expanding 
prosperity. 
CAUSE OF DISTRUST 

In the same way the question now 
to be asked is “what is the cause of the 
present lack of confidence with its at- 
tendant trade depression and falling 
prices?” Clearly the new supplies and 
the present stocks of gold are not the 
cause. Indeed the stocks of gold in 
France and in the United States would 
permit of a very large further expan- 
sion of banking credit. Nor is it due 
to lack of machinery, for it is recog: 
nized that the world’s credit machine 
was never as efficient as it is today. 
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Bankers’ loans have ceased to expand 
with their recent rapidity, more es- 
pecially in the United States, and the 
investors of the world, including those 
of America and Great Britain, have re- 
duced the amounts of new permanent 
credit and of capital they are willing 
to supply for much more fundamental 
reasons than questions of mere machin- 
ery. These factors are what demand 
consideration. 

It is sometimes 
fidence is a 
created 


imagined that con- 
condition that can be 
at will and that all that is 
needed to convert an atmosphere of 
distrust into one of confidence, is for 
every one to affirm his optimism. But 
this is no more possible in the economic 
world than it is in other spheres. Con- 
fidence depends upon the soundness of 
basic conditions. 

If the policies pursued by nations, 
as well as by individuals, are sound, 
confidence: cannot fail to be created, 
but if they are unsound, distrust must 
sooner or later be the result. Are the 
present policies of the nations and of 
individuals so well considered that they 
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cannot fail to inspire confidence in the 
minds of those who have it in their 
power freely to grant additional credit, 
whether they be bankers or investors, 
as well as in the minds of those who, 
given sound conditions, would be will- 
ing and able to employ large sums of 
additional credit? When this question 
can be answered in the affirmative the 
day of trade recovery will not be dis- 
tant. 

The chief cause of the present lack 
of confidence, with its attendant trade 
depression, is an entire absence of un- 
derstanding of fundamental conditions 
on the part of those directly respon- 
sible for the affairs of the nations. 
Never were underlying conditions more 
favorable to great prosperity, and never 
were the policies of the nations more 
effective in causing severe depression. 

Thus the progress of science, in farm- 
ing, in manufacturing, in transporta- 
tion and in banking, has given the 
world far greater powers of wealth 
production and distribution than it has 
ever previously enjoyed, and all that is 
needed to bring about a very great ex- 
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pansion of trade and of income is that 
the nations should take advantage of 
this progress. But this they are most 
unwilling to do. Indeed this progress 
of science seems to be regarded with 
feelings of suspicion and anxiety, and 
vigorous efforts are made to  stultify 
its consequences. Never did the prog- 
ress of science call as it is calling today 
for a new system of complete world 
economy, and never were the nations 
more determined to maintain the old 
and inefficient systems of 
economy. 


national 


SECONDARY CAUSE 


A secondary cause is the great vol- 
ume of obligations, both national and 
international, which the war and its 
aftermath have involved. For these to 
be honored, nations and_ individuals 
must be able to dispose of their prod- 
ucts and services with the utmost free- 
dom. But such a course meets 


with 
the strongest 


possible opposition, es- 
pecially from America, notwithstanding 
the largeness of the world’s debt to her. 
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That country increases her barriers to 
trade as the difficulties of her debtors 
become greater. France, who is en- 
titled to great sums annually for repara- 
tion, rather than buy freely, is demand- 
ing payment largely in gold, to the in- 
jury of the entire world. 

Were every possible assistance and 
facility given to the debtor nations, to 
whom so much credit has been granted, 
or upon whom has been placed the 
duty of making reparations, to perform 
their tasks, the difficulty of meeting 
their obligations would still be exceed- 
ingly great. 
now imposed, these tasks are rendered 
quite impossible of performance 

A third cause is the failure of Great 
Britain to resume her pre-war role as 
the greatest investing nation and to take 
up again her great work of opening up 
the world to settlement. Prior to the 
war Great Britain not only supplied the 
world with a greater amount of capital 
than any other nation, but she willingly 

ceived the products of her debtors in 
payment, thus building up her own 
prosperity upon the increasing pros- 
perity of the nations she assisted. That 
Great Britain since the war has become 
extravagant and relatively thriftless and 
backward is not only a misfortune to 
herself, it is injurious to the entire 
world. 

In no small measure this deterioration 
in the character of the British people is 
the result of excessive taxation which 
penalizes enterprise and greatly reduces 
both the desire and the capacity to ac- 
nail new capital. Before it will 
become possible for Great Britain to 
resume he all-important work she per- 
formed in pre-war days of opening up 
the world to settlement and of supply- 
ing capital for productive purposes both 
at home and abroad on the scale which 
she was then able to maintain, great 
economies will have to be introduced 
into her unproductive expenditures and 
more especially into her present huge 
and excessive government outlays. Only 
by means of a substantial reduction of 
taxation will it become possible for the 
nation to regain her confidence, to re- 


But under the conditions 
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cAn abundance of raw materials, in- 
cluding salt, petroleum, sulphur, 
alcohol, natural gas and limestone, 
plus efficient transportation facilities, 
make New Orleans an ideal location 
for chemical and allied industries, of 
which there are 102 plants similar to 
those pictured above, representing 
an investment of $121,252,000, giving 
employment to 7,000 people. 
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sume her former activities, and to make 
the large contribution she is capable of 


making to the recovery and to the 
progress of the entire world. 
ALL NATIONS RESPONSIBLE 
But the United States, France and 


Great Britain are not alone responsible 
for the lack of confidence which now 
prevails and which is the cause of the 
present great depression cf trade. Al- 
most every country, whether it be in 
Asia, in Australasia, in the Americas, 
in Africa, or in Europe, by reason of 
its economic or of its political policy, 
is in some measure responsible for the 
present situation—a situation without 
precedent. And before this situation 
can be rectified every nation must con- 
sider the wider interest as well as what 
it conceives to be its particular interest. 
Confidence cannot be restored if every 
nation does its utmost to destroy it. 

It cannot be too clearly realized that 
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the lives of nations today are no longer 
governed by national economy, and that 
they are dependent as never before upon 
world economy. Nations cannot pros- 
per, indeed they cannot maintain their 
present standards, without international 
credit and international trade. Thus 
policies which destroy confidence, injure 
credit and cause trade depression, are 
contrary to the best interests of the 
nations guilty of such action. 

The present situation cannot be recti- 
fied until each nation takes careful stock 
not only of its own position but also 
of the position of other nations, in or- 
der to bring its national policy into 
harmony with a policy designed to re- 
store the entire world to prosperity, 
and to ensure that great future growth 
of prosperity which scientific invention 
has rendered feasible. When the na- 
tions are prepared to readjust their 
policies and to create confidence by act- 
ing reasonably both nationally and in- 
ternationally, mental conditions will 
again become favorable, confidence will 
revive, credit will flow freely and trade 
will expand more rapidly than it has 
ever been permitted to expand in the 
past. 

Is it vain to hope that such action will 
be taken with the least possible delay? 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


. [os closing month of the year 
1930 was marked by some events 
of more than ordinary - interest. 

On the Continent of Europe there was 

a change in the French ministry, the 

downfall of the Tardieu Government 

having its origin with banking difficul- 
ties in Paris and some other parts of 

France. Spain, whose political affairs 

have been much disturbed for some 

time, experienced a revolution, followed 
by an extensive strike. Contrasted with 
these unsettling political influences, an 
accord has been’ reached between 

Greece and Turkey, steps have been 

taken for closer relations between some 

of the Balkan states, long the center 
of serious political agitation, and the 

Preparatory Disarmament Commission 

has outlined a plan for partial limita- 

tion of armaments. The Round Table 

Conference, sitting in London for the 

purpose of devising some form of self- 

government for India, has encountered 
difficulties, which were not unexpected. 

Whether these shall prove insurmount- 


able or not, remains to be seen. The 
ratification of any plan that may 
emerge from the conference will de- 


pend upon the support of the Liberal 
Party in the House of Commons. 
Evidences of closer co-operation be- 
tween that party and the Labor 
Government are not lacking. China 
seems to be approaching a conclusion 
of its long and bitter civil war, though 
it cannot be said as yet that permanent 
peace is in sight. In the southerly 
parts of the American Continent, the 
scene of many recent political dis- 
turbances, the situation is somewhat 
better. Mexico has apparently reached 
a greater degree of stability than for 
many years, but the neighboring Re- 
public of Cuba is less tranquil. The 
Argentine Republic and Brazil, lately 
the theater of revolutionary activities, 





have quieted down, but in some of the 
other countries of South America much 
political unrest still prevails. That 
this unrest, whether in these countries 
or in Europe, is greatly aggravated by 
unsatisfactory economic conditions, is a 
matter not open to dispute. But it is 
equally clear that political disturbances 
of a violent character constitute one of 
the great obstacles to the creation of 
the feeling of confidence essential to 
the restoration of international trade 
and finance to something more closely 
approximating their normal state. On 
the economic side there are some in- 
fluences at work whose results must 
before long become apparent. The de- 
cline in the output of manufactured 
goods leaves a gap to be filled, though 
this gap is much narrowed by unem- 
ployment with its consequent falling off 
in purchasing power. And the fall in 
the price of raw materials, once its 
limits have been reached, will tend to 
stimulate manufacturing. Statesmen in 
those countries where the present de- 
pression is most severe are finding it 
convenient to point out that this de- 
pression is world-wide in character; 
but there are sharp differences in the 
situation, as evidenced by the respec- 
tive positions of France and England. 


GREAT BRITAIN 


There has been during the last month 
little change in the general aspects of 
British trade and finance, although the 
holiday buying has had some reviving 
influence necessarily of a temporary 
character. Foreign trade continues un- 
satisfactory, the decline in the value 
of both imports and exports being in 
excess of what might reasonably be ex- 
pected from the fall in prices. The 
failure of this country to maintain its 
relative share of international trade 
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since the close of the World War is a 
natter occasioning much concern, as 
it is regarded that unless this tendency 
is arrested the country must be faced 
with the problem of permanently sup- 
sorting a large number of unemployed. 
Che causes and remedies set forth to 
xplain and cure the present situation 
re numerous and wide apart. Since 
he Wall Street collapse of 1929 it 
ias been much in fashion to ascribe a 
iajor share of Great Britain’s difficulty 
» that source, and to fall back on the 
tatement that the depression is world- 
vide. The latter view has been sharply 
riticised of late by Sir Arthur Steel- 
Maitland, a member of the House of 
YXommons, who points out that except 
n Great Britain and Germany, the 
ther European countries are compara- 
tively exempt from depressions of a 
najor character. hiatal ve taxation 
comes in for much criticism, the heavy 
death duties being especially blamed for 
their effects on depleting the country’s 
capital fund. Relatively higher wages 


and consequent greater cost of produc- 
tion are given as another reason why 


British manufacturers find it difficult 
to compete with other countries where 
wages are lower and costs of produc- 
tion Failure to effect necessary 
reorganizations and to bring plant 
equipment up to date also share in the 
blame. Protection is being urged as a 
leading remedy to bring about the res- 
toration of prosperity, and the present 
outlook is that the next general elec- 
tion, when it comes, may hinge on that 
issue. The Labor Government, under 
the leadership of Prime Minister Ram- 
say MacDonald, does not favor a pro- 
tective policy, and his position is 
strengthened by the support of the 
leader of the Liberal Party, David 
Lloyd George. Only so long as he 
can count on this support will it be 

ossible for the Labor Government to 
aad in power. The Conservative 
Party, at whose head is Stanley Bald- 
win, the former Prime Minister, favors 
a policy of protection, while Lord 
Beaverbrook is for “Empire free trade.” 

Notwithstanding the undeniably de- 


less. 


pressed condition of trade and indus- 
try, and the very serious unemployment 
situation, the great majority of peopie 
in Great Britain are better housed, fed 
and clothed than ever before. Also, 
one reason why the number of unem- 
ployed is so large, is because more 
persons are now engaged in employ- 
ment than was the case prior to the 
war—a change partly due to necessity 
but largely from choice. 

The building industry is 
being inactive. Large sections of Lon- 
don are being rebuilt and on a more 
magnificent scale. Aided by the govern- 
ment and local building societies, con- 
struction of better houses has proceeded 
in recent years at a rate that promises 
soon to displace most of the poorer 
housing sections with structures of a 
greatly improved character. 


far from 


CONCENTRATED GOLD RESERVES 


A recent proposal by Sir Oswald 
Mosley for concentrating the gold re- 
serves of the British Empire within a 
single central bank has attracted some 
interest. Similar proposals have fre- 
quently been made for concentrating 
the world’s gold reserves, and possibly 
such a hope may have been entertained 
by some of the sponsors of the Bank 
for International Settlements. In any 
scheme for placing the gold reserves 
of the world in a single institution 
greater difficulties would be encountered 
than in carrying out the proposal of 
Sir Oswald Mosley, for there is a 
much closer affiliation among the mem- 
bers of the British Empire than be- 
tween the respective nations of the 
world. But the self-governing domin- 
ions value their sovereignty too much 
to permit them to surrender what is 
one of its most important attributes— 
the control of their gold and money 
to an _ outside authority however 
friendly. Although members of the 
League of Nations have delegated to 
that organization some of their powers 
of self-defense, they would probably 
not yet be disposed to surrender to 
any organization control over their 
monetary supply. 
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ENGLAND AND RUSSIA 


The recent trial in Russia of several 
persons alleged to be concerned in a 
-plot to overthrow the Soviet regime, 
and the “confessions” of those persons 
that other countries—England and 
France more especially—were aiding 
such a plot, has produced an unfavor- 
able impression in England, and has 
served to increase the tension between 
the British government and the Mos- 
cow authorities. Representations in 
regard to the matter have been made 
by the British Foreign Minister, Mr. 
Henderson, but with no satisfactory 
results. There is also considerable 
agitation in England against what is 
regarded as “dumping” of Russian 
products on the English markets. 


THE COAL INDUSTRY 


With the coming into effect on De- 
cember 1 of that part of the Coal 
Mines Act reducing the statutory maxi- 
mum hours of work from eight to 
seven and one-half hours, fresh trouble 
with the coal miners was experienced, 
and there were strikes in some parts 
of the country, although a general 
stoppage of operations was avoided. 
The situation has been aggravated by 
the decline in the export of coal— 
46,600,000 tons in the first ten months 
of 1930 against 49,900,000 tons in the 
corresponding period of 1929. Taking 
the costs of production of coal in Scot- 
land and South Wales, from June 30, 
1929 to June 30, 1930, reports show 
that in no case was the balance left 
ninepence per ton, while in some cases 
100 


Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


Banxina Business oF Every Paid up capital 
DescriPTION TRANSACTED 
New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 



















and reserve funds 
Kr. 40,000,000. 


it fell as low as one penny. While 
some of the stagnation in the coal in- 
dustry may be ascribed to the general 
depression, other causes undoubtedly 
are at work, not the least being the 
relative decline in the use of coal 
since the introduction of oil as_ its 
substitute to so large an extent. 


DECLINE IN PRODUCTION 


For the third quarter of 1930 the 
British Board of Trade’s index of pro- 
duction showed a decline of 3.5 per 
cent., compared with the preceding 
quarter and 10 per cent. compared 
with the September quarter of 1929. 
Comparing the third quarter of 1930 
with the same period in 1929, it is seen 
that manufacturing fell off by 9.9 per 
cent., the fall in the textile group of 
industries being as much as 22 per 
cent. There was an increase in copper 
and rubber. Coal production was down 
by 9.8 per cent. German production 
in the same period declined 20.4 per 
cent., and in the United States the 
manufacturing index June-August 
showed a decrease of 23.5 per cent. 
as compared with a like period in 1929. 


THE BANKING SITUATION 


As a result of the French with 
drawals of gold, and the reduction of 
holding of government securities by 
the Bank of England, there was a 
recent tendency toward firmness for 
the rate for money. Prior to the 
beginning of November money was in 
abundant supply at a low rate, three- 
months’ bank bills being as low as 
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about 2 per cent., and loans from day 
to day even lower. But early in 
November a stringency developed, day- 
to-day loans rising as high as 3 per 
cent. Special buying of short bills by 
the Bank of England relieved the 
market of the necessity of borrowing 
from the bank. A market discount 
rate of 21/32 per cent. was felt to 
be out of line with a bank rate of 3 
per cent. For some time the London 
money market has been largely in- 
fluenced by the French demand for 
gold. The recent bank failures across 
the channel have, temporarily at least, 
largely increased this demand. 


FRANCE 


This country, so long pointed to as 
being exempt from economic depres- 
sion, has of late begun to experience 
some of the same influences long affect- 
ing other countries. As yet these un- 
favorable conditions are moderate com- 
pared with those existing in England, 
Germany and the United States. Un- 
employment, which is so serious a 
problem in those countries, is almost 
negligible in France, though showing 
a slight tendency to increase. While 
prices continue to fall, buying is of the 
character usually referred to as hand 
to mouth. Production and consump- 
tion are declining. 

The political situation has for some 
time been uppermost in the public 
mind, and this has resulted from revela- 
tions made in connection with recent 
bank failures. Allegations were made 
that a member of the cabinet, while 
formerly a Finance Minister in another 


cabinet, had taken fees as legal adviser 
of one of the banks now in disrepute. 
These allegations aroused such a storm 
as to bring about the fall of the 
Tardieu government, although M. 
Tardieu himself was not personally in- 
volved in the matter. 

On November 28 the gold reserve of 
the Bank of France reached the record 
figures of 51,967,000,000 francs. Note 
circulation also reached its highest 
point, 75,951,000,000 francs. The per- 
centage of gold cover was 52.42. 


GERMANY 


The numerous bills embodying Chan- 
cellor Briining’s plans for financial re- 
form now seem safe from hostile 
assaults in the near future, the Reichs- 
tag having adjourned until February. 
This will give the government a breath- 
ing spell, and if meanwhile conditions 
improve, permanent immunity against 
the attacks of the opposition may be 
secured. 
REPARATIONS AND TREATY REVISION 

Where, a few months ago, a mora- 
torium on German reparations pay 
ments was hardly a permissible subject 
of discussion even in private circles, it 
is now being openly talked about in the 
highest circles of finance. But the 
German government still refuses to 
make any announcement respecting the 
matter. The same remark applies to a 
revision of the Treaty of Versailles. 
Germany’s silence on these two matters 
may not be interpreted as an assent to 
present conditions. It would seem to 
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be the view of Chancellor Bruning 
that before making any move in either 
direction, Germany must first set her 
own house in order by putting into 
effect reforms essential for the country’s 
economic security. That a demand 
may be made for the postponement of 
the postponable reparations payment is 
a not improbable development of the 
not distant future. Similarly, if condi- 
tions appear favorable, application may 
be made for a revision of the Treaty 
of Versailles. 

Although there is no direct connec- 
tion between Germany’s obligations on 
reparations accounts and her commer- 
cial debts, a moratorium on the former 
could hardly fail to have an unfavor- 
able effect on the country’s credit. 
Furthermore, though the United States 
may insist that the debts due from 
European countries are in no way 
bound up with reparations payments, 
a temporary stoppage of the latter 
would operate to postpone payment by 
some of these countries of their debt 
to the United States. A moratorium 
on reparations, should it become a fact 
102 
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instead of a topic of discussion, is 
therefore sure to have an_ influence 
far beyond the bounds of Germany. 

Even more serious than the repara- 
tions question is the movement, unques- 
tionably gaining support in Germany, 
for a general revision of the Treaty of 
Versailles. A moratorium on _ repara- 
tions would chiefly affect budgets, but 
an attempt to recast the Versailles 
Treaty would let loose a swarm of 
political hornets whose stings might 
excite a fury that would be difficult to 
measure. For the time being both 
these problems are postponed. There 
is a good deal of opinion, however, 
that in time both must be met. 


GERMANY AND RUSSIAN_- CREDITS 


Withdrawal of the support of cer’ 
tain German bankers in _ furnishing 
credits to Russia is of exceptional sig- 
nificance. As the German bankers 
are in closer touch with Russian affairs 
than the bankers of other countries, the 
refusal to be further participants in 
these credits must be taken as an in- 
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dication of distrust in the ability of 
the Soviet régime to meet its engage- 
ments. 

There has been criticism of Ger- 
many’s credit attitude toward Russia as 
tending to uphold a governmental and 
economic system not looked on with 
favor by other countries. But England 
ind the United States have shown con- 
siderable anxiety to foster trade with 
Russia, and in one way or another 
the necessary credit’ to promote this 
trade has not been lacking. The fact 
that German bankers have seen fit to 
extend credits to Russia does not 
signify, necessarily, an approval of the 
economic and governmental system ob- 
taining in that country, any more than 
it does in the case of England and 
the United States. The withdrawal of 
credit recently announced by certain 
German bankers was no doubt due to a 
disposition to regard the business less 
desirable than it had been. 


ITALY 


Rumors of unsuccessful attempts of 
this country to procure foreign loans 
have met with vigorous denials, and 
the claim is made that Italy is well 
able to manage her affairs without 
foreign financial assistance. That the 
country finds it necessary to economize 
is sufficiently indicated by recent cur- 
tailment of salaries of public officials. 
It is estimated that this action will alone 
save the Italian Treasury some 800,- 
000,000 lire annually, and will be no 
insignificant contribution toward re- 
dressing the budget deficit. 


POLITICAL SPECULATIONS 


Much interest was created by a re- 
cent visit to Italy of an official repre- 
sentative of the Soviet government in 
Russia and speculations have been 
freely indulged in as to its meaning. 
By some it has been interpreted as 
marking a closer alignment politically 
between Italy and Russia, which could 
not fail to have an important effect on 
European politics. By others this affair 
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has been looked on as a “gesture” de- 
signed to create in France greater 
willingness to enter into a naval pact 
with Italy somewhat on the lines laid 
down at the London Naval Confer- 
ence, but on which the two countries 
failed to agree. 


SWITZERLAND 


Swiss business is still on a hand-to- 
mouth basis as the result of uninter- 
rupted price declines and the weak 
buying of other markets. The money 
markets show an abnormal spread be- 
tween the official and private discount 
rates, the latter having fallen to 1 3/16 
per cent. Gold holdings are continu- 
ing to increase and gold is being put 
into circulation; the note issue is 
heavier than the needs of trade justify. 
The cost of living index in October 
dropped to 158, due to lower bread 
prices; high rents prevent a_ further 
decline in the index. Wholesale prices 








| 


Hi 
4 
P 


iat 


PEGE 


=ogK 


* 
z 
& 
% 





F NE a Re hte POLES Hien 9-0 


COT TGS ET TNT ST 
OP 


















Capital Authorized . 
Capital Paid-up 7 









of Banking Business in connection with the East. 
Fixed Deposit rates will be quoted upon application. 
On current accounts interest is allowed at 2 per cent. 
terest for the half year amounts to £1. 


stood at 122, or a 15 per cent. decline 


a year. The government is granting 
a subsidy of 1,000,000 francs to the 
embroidery industry and __ seeking 
methods to absorb unemployment. 
There has been more activity in in- 
dustrial plant building, but three- 
fourths represent minor remodeling 
rather than expansion. The 1930 un- 
favorable trade balance will probably 
amount to nearly 800,000,000 francs; 
this is far beyond normal but will 
probably be offset without difficulty by 
invisible items. 

The budget of the federal govern- 
ment for 1931 estimates receipts at 
£15,820,000 (sterling) and expenditures 
at £16,128,000, a deficit of £308,000. 
The deficit is attributed to some slight 
increase in expenditure, and not to a 
falling off in receipts. 

There are now, according to The 
Economist, 306 large banks in Switzer- 
land, 26 being state concerns, 164 
limited companies, and 91 co-operative 
banks. Seven banks each have a 
capital of more than £4,000,000. Of 
a total nominal capital of over 
£120,000,000, 40 per cent. belongs to 
financial societies, 30 per cent. to the 
large banks, 15 per cent. to the state 
concerns, and 15 per cent. to the 
other banks. While at Zurich and 
Basle the larger banks predominate, 
the private banks of Geneva created 
in 1890 the “Union Financiére de 
Genéve,” a great society which does 
not directly deal with the public, but 
only with the banks, putting large 
sums at their disposal when required, 
and specializing in the issuing of securi- 
ties and the creation of syndicates. 
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THE MERCANTILE BANK OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


New York Correspondent : 


es ° - oe - £3,000,000 


Reserve Fund and Undivided Profits . - i 
BANKERS :—Bank of England; Midland Bank Limited 
Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 


The Bank buys and sells Bills of Exchange, issues Letters of Credit and conducts every description 


JAMES STEUART, Chief Manager 


BANK OF MONTREAL 


. £1,050,000 
° ° - £1,646,506 


. . . . 


per annum on daily balances, provided accrued in- 


With an initial capital of £480,000, 
the “Union Financiére de Genéve” 
developed very rapidly in the post- 
war period, it increased its capital to 
£800,000 in 1927, to £1,200,000 in 
1928, to £2,000,000 in 1930. It re- 
cently admitted two new members, a 
bank of medium size and a large Swiss 
bank, so that it now includes thirteen 
banks, most of which are private con- 
cerns. This will enable Geneva to 
compete on equal terms with Zurich 
and Basle in the domain of finance. 


AUSTRALIA 


In Australia trade continues to de- 
cline. The turnover in all branches 
of trade shows a heavy decrease com- 
pared with this time in 1929, and all 
indications point to a further decline. 
Total Commonwealth and state ac- 
counts to the end of October reveal 
a deficit of over £18,000,000. Building 
operations throughout the country con- 
tinue to show a decline. At Sydney 
building permits issued during October 
were only 12% per cent. of those 
issued during October, 1929, while at 
Melbourne permits issued during Sep- 
tember were 32 per cent. of those 
issued in 1929. The unemployment 
situation remains acute. The number 
of unemployed at the end of September 
was estimated at 180,000 compared 
with 85,000 at the end of 1928. It is 
felt that the relief of unemployment is 
the severest problem of the state and 
Commonwealth governments. Agricul- 
tural and pastoral conditions are excel- 
lent, however, while the cost of living 
continues to show a further decline. 


Symbols of Security 


and Strength 
A ust of York Vault installations in New York City 


would easily serve as a directory of the leading 
banks and trust companies of this great metropolis. 
For in banking circles, the name of YORK, like the 
names of these great financial institutions, is a veritable 
symbol of security and strength. 
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CITY BANK—FARMERS TRUST CO. 


NEW YORK CITY 


SOLIS LLL REMI EES 


is the latest name to be added 
to this list. In its new home, 
YORK Vaults provide the 
last word in safety and protec- 
tion. Six vault doors, each 
25 inches in net solid thick- 
ness, guard the vast sums held 
in trust. The selection of 
York Equipment by this great 
bank is yet another tribute to 


YORK preeminence. 


zs 


Lads 


ds 


5 
5 


ss 


- 
cA 


AA. 


York Safe & Lock Co. 


York, Penna. 


OPEC 
ATAU Ae AVAVA 


RLM II ROMS IIE 
— == 
AAU, TARTAN RIN 


|: My 
¥ 


A. AY 


V, 


PUTA 


POs 








COREE ET TET L IE OSS BOI Ein TEE 


CHARTERED 1853 


‘ 


United States Trust Company 
of New York 


45-47 WALL STREET 


Capital - - - - $2,000,000.00 
Surplus and Undivided Profits $27,503,497.28 


(January 1, 1931) 


This Company Acts as Executor, Administrator, Trustee, 
Guardian, Committee, Court Depositary and in 


All Other Recognized Trust Capacities. 


OFFICERS 
EDWARD W. SHELDON, Chairman of the Board 

WILLIAM M. KINGSLEY . : , ‘ . President 
WILLIAMSON PELL . : : . First Vice-President 
FREDERIC W. ROBBERT Vice-President and Comptroller 
WILFRED J. WORCESTER Vice-President and Secretary 
THOMAS H. WILSON ‘ : ; . Vice-President 
ALTON S. KEELER . ‘ ? , . Vice-President 


ROBERT S. OSBORNE, Asst. Vice-Pres. HENRY L. SMITHERS, Asst. Sec. 

WILLIAM C. LEE, Asst. Vice-Pres. ELBERT B. KNOWLES, Asst. Sec. 

HENRY B. HENZE, Asst. Vice-Pres. ALBERT G. ATWELL, Asst. See. 

CARL O. SAYWARD, Asst. Vice-Pres. HENRY E. SCHAPER., Asst. Sec. 

STUART L. HOLLISTER, Asst. Compt. HARRY M. MANSELL, Asst. Sec. 

LLOYD A. WAUGH, Asst. Compt. GEORGE F. LEE, Asst. See. 
GEORGE MERRITT, Asst. Sec. 


TRUSTEES 
FRANK LYMAN WILLIAM M. KINGSLEY WILLIAMSON PELI 
JOHN J. PHELPS CORNELIUS N. BLISS LEWIS CASS LEDYARD, JR. 
LEWIS CASS LEDYARD WILLIAM VINCENT ASTOR GEORGE F. BAKER, JR. 
EDWARD W. SHELDON JOHN SLOANE WILSON M. POWELL 
ARTHUR CURTISS JAMES FRANK L. POLK JOHN P. WILSON 
THATCHER M. BROWN 





BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of Geen 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up. 


The Melbourne wholesale price index 
number now stands at 1343 compared 
with 1629 a year ago, and the retail 
price index number is 13 per cent. 
below that of the previous year. 
SWEDEN 

Although this country has not suf- 
fered from the “world depression” to 
anything like some of the other coun- 
tries of Europe, it has not escaped its 
ill effects altogether. Some large con- 
cerns engaged in mining and the pulp 
industry have found it necessary either 

dismiss some of their workmen or 
to reduce the number of working days 
in the week. From January to May, 
1930, the foreign trade showed an 
increase over previous years, but after 
June a decline set in. The index of 
general manufacturing activity is thus 
far very well maintained. 


POLAND 


How serious has been the shifting of 
international trade relations in recent 
years is strikingly illustrated by the de- 
cline in the trade between this country 
and Russia. Before the war the ex- 
ports to Russia from the present terri- 
tories of Poland averaged $500,000,000 
a year; now they are around $15,000,- 
000. In 1913 Russia absorbed 42 per 
cent. of the exports from Poland’s 
present territories, compared with 2 
per cent. now. 


Frs. 60.000.000 
Frs. 40.000.000 
Frs. 20.000.000 


Branches: 


BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


Recent elections have confirmed 
Marshal Pilsudski’s power, and as a 
result negotiations were at once initi- 
ated for additional foreign loans. It is 
proposed to apply a part of the pro- 
ceeds of such loans, when secured, to 
finishing the railway line for transport- 
ing coal in Upper Silesia to the port of 
Gdynia. 

Recent information was to the effect 
that while compared with 1927 the 
wholesale price of manufactures had de- 
clined from 100 to 93.4, retail prices 


remained at 111.1. 
CZECHOSLOVAKIA 


Although, as in most other countries, 
unemployment has been increasing in 
Czechoslovakia, the number of unem- 
ployed on a fairly recent date was 
only 3 per cent. of the working popu- 
lation. For the first half of 1930 
consumption of beer, tobacco and sugar 
was materially above that of the same 
period in 1929. Foreign trade figures 
show a restriction of imports, with the 
exception of foodstuffs. Imports of 
raw materials and exports of manufac- 
tured goods each declined by some 
190,000,000 crowns in September, 
1930, as compared with the same 
month of the preceding year. Prices 
generally continue to decline, in some 
cases the lowest recorded level being 
reported. 
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cA financial gateway 
to the markets of Canada 


From Halifax to Victoria the Bank of 
Montreal operates through more than 650 
branches. 
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These branches, in conjunction with the offices it 

maintains in New York, Chicago and San Fran- 

cisco, enable the Bank to furnish its clients in the 

: stn United States with the latest information con- 

7, ie eS = cerning every phase of Canadian trade and to 

" ~ provide them with unsurpassed facilities for han- 

Entrance to Head Office, Montreal dling transactions at any point in the Dominion. 





It is thus a financial gateway to the markets 


of Canada. 


BANK OF MONTREAL 


Established 1817 


NEW YORK: 64 Wall St. CHICAGO: 27 South LaSalle St. SAN FRANCISCO: 333 California St. 








Current Conditions in Canada 


HERE is now available, says the 

Monthly Commercial Letter of 

the Canadian Bank of Commerce, 
Toronto, in its November issue, “‘statis- 
tical evidence to show that one branch 
of Canadian business, manufacturing, 
took a rather sharp drop in the third 
quarter of the year, owing partly to 
seasonal influences and partly to a 
weakening of those two former strong 
supports, construction and base metal 
mining, as well as to distress conditions 
in some agricultural sections. This 
retrograde movement followed upon a 
period—the first half of the year—in 
which there was a record comparable 
to any former year except 1929. Per- 
haps it was inevitable that this country 
should follow the trend of world busi- 
ness, which was downward; it may be 
only cold comfort, but it is a fact, 
however, that there has been less cause 
for concern here than in most other 
parts of the world. 
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“The seasonal increase in business 
which set in a month or so ago has 
lifted the general economic trend some- 
what above the level of the preceding 
months, when commercial activity 
touched the lowest point of the last 
year; the increase is most noticeable in 
textiles and footwear, while some of 
the so-called ‘heavy’ industries are 
slightly more active. The new pur- 
chasing power of the farming com- 
munity is being built up on the weak- 
est foundation in many years; logging 
operations and lumbering are at a low 
ebb without promise of any great im- 
provement during the winter months; 
base metal mining, while still in a 
comparatively strong position in rela- 
tion to world industry, is, for the 
present at least, unable to maintain the 
swift pace it set earlier in the year; 
construction contracts have declined in 
recent months to the extent that the 
value of work in progress is now 28 
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per cent. less than at this time last 
year. Offsetting factors are the seasonal 
increase in some trades already noted, 
which may be expected to continue for 
another two months, the measures 
undertaken to afford unemployment 
relief in the form of public works and 
advanced projects by the railways, an 
improvement in the volume of export 
wheat trade, an expansion in coal min- 
ing in the western fields, such as occurs 
at this period every year, greater 
activity in gold mining, and a growing 
interest by American and British manu- 
facturers in the Canadian trade field, 
which, particularly in respect of the 
former, is reflected in the establishment 
of branch factories. There is also to be 
noted as a significant factor the re- 
sourcefulness of the prairie farmer in 
meeting onerous marketing conditions 
by reducing his personal expenses and 
living directly off produce that would 
normally be ‘cash’ crops. Furthermore, 
there is some semblance of stability in 
foreign conditions, political as well as 
commercial. It is impossible yet to 


STOCKHOLM 


MALMO 


O1ol $210 


say whether the latter development is 
more than temporary, for it could 
easily be altered by wide-spread labor 
troubles, but if it proves to be of a 
permanent character it will in time do 
more than anything else to better the 
position of Canadian business.” 


FOREIGN TRADE 


The value of Canada’s foreign trade 
in October declined sharply compared 
with the corresponding period of last 
year, according to the Business Sum- 
mary of the Bank of Montreal for 
November 22. “The decrease,” says 
the Summary, “amounted to $77,236, 
000, imports accounting for $40,116,000 
and exports for $37,120,000. The 
month was the first in which the tariff 
revision upward, made in September, 
came into full play, and to the higher 
duties may be attributed some of the 
falling off in imports. In the elapsed 
seven months of the current fiscal year, 
the total foreign trade of the Dominion 
has diminished by $364,051,000, a sub- 
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Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 
able tuition. Catalogue upon request. 


Trial Lesson Free 
B SCHOOL OF Z 
LANGUAGES 
Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


stantial portion being attributable to 
the drop in prices. 
“Recent tariff changes have spurred 


to greater activity cotton, silk and 
wool industries, all of which are operat- 
ing at greater capacity than for several 
months past. Iron and steel mills and 
allied industries maintain the moder- 
ated activity of recent months, as does 
the boot and shoe industry, but the 
lumber trade has not shown improve- 
ment and in retail business generally 
no briskness is anticipated until the 
holiday season. 
NEWSPRINT PRODUCTION 

“Newsprint production in Canadian 
mills was larger in October than in 
September. We are now in a period 
of greater consumption by newspapers 
whose issues are increased in size to 
accommodate __ seasonal advertising. 
Canadian mills operated at 67 per cent. 
of capacity last month, a ratio slightly 
higher than in August or September. 

“Car loadings continue below those 


of last year. In the four weeks to 
November 8 there was a decrease in 
all classes of commodities except coal, 
loadings of which were 825 cars 
greater. The total loadings since Janu- 
ary 1 were about 10 per cent. less than 
last year. 

“The sugar refining industry has 
maintained a large volume in face of 
keen competition and declining prices. 
Total refined sugar manufactured in 
Canada to October 4 was 668,571,903 
pounds, only 2,000,000 pounds less 
than last year, while imports in the 
same period rose to 47,439,000 pounds, 
from 27,801,000 pounds in 1929. Ex- 
ports of refined sugar from Canada, 
16,199,800 pounds, were practically the 
same as a year ago. 

“A sudden rise in the price of copper 
featured the metal market and gave 
more activity to the trade. 

“Building construction is entering 
the period when activity slows down. 
In the elapsed ten months building 
work is estimated at 28.5 per cent. less 
in amount than last year, but com- 
parison with previous periods is quite 
favorable. October awards, computed 
at $33,332,000, are nearly a million 
dollars above September, and of these 
nearly 40 per cent. relate to engineer- 
ing, power projects predominating. 
Building costs have declined in respect 
of both labor and material, making the 
present a more advantageous time to 
build. 

“A notable feature of the return of 
the chartered banks at the close of 
September is the rise in deposits during 
that month, time deposits having in- 
creased $15,523,000 and demand de- 
posits $69,707,000, the former being 
larger than at any time since May and 
the latter larger than in any month 
since December, 1929. Bank clearings 
still make unfavorable comparison with 
last year, but in noting the figures the 
drop in commodity prices must be con- 
sidered. The largest proportionate de- 
creases are in the western cities where 
apathy of the wheat market and the 
decline in all grain prices have heavily 
reduced clearings.” 





BANK OF ATHENS 


Established 1893 


Dr. 325.000.000 
Dr. 3.270.000.000 


Head Office: ATHENS, GREECE 
London Office: 22 Fenchurch Street, E. C. 3 


The Bank of Athens has a network of 105 branches covering 
every strategic point in Greece. In addition. the Bank has over 
100 correspondents throughout Greece. 


The Bank has branches in Egypt at Alexandria, Cairo and Port 
Said; and in Cyprus at Limassol and Nicosia. 


The Bank transacts every description of Banking business in 
Greece, Egypt and Cyprus. 


Special facilities are granted to American Banks for drawings in Drachmae and 
United States Dollars on the Head Office, Branches and Correspondents in Greece. 


Capital and Surplus... 
Resources more than. . 


The Bank is adequately equipped to serve importers, exporters and mercantile in- 
terests as well as banks throughout the United States. 


New York Representative: 
The Bank of Athens Trust Company, 205 West 33rd Street 


Bank of Montreal’s Annual Meeting 


the collapse of stock debts overhanging certain 


N Canada 
speculation, which occurred just 


prior to our last annual meeting, 
has been coupled with a decline in com- 
modity prices sufficiently widespread to 
affect nearly every form of business,” 
W. A. Bog and Jackson Dodds, joint 
general managers of the Bank of Mon- 
treal, Canada, reported at the annual 
meeting of the stockholders of the bank. 

“While Canada is steadily growing 
in importance in respect to her manu- 
factures,” they state, “we depend largely 
upon the export of agricultural and 
other products, and at present the 
realizable monetary value of these is at 
the lowest level reached for many years 
past. 

“What is very necessary to improve 
conditions in Canada is the political 
and financial stability of the world at 
large, principally of Europe, and any- 
thing Canada can do to this end will 
rebound to our advantage. The large 


European 
countries have undoubtedly had an ad- 
verse effect on their purchasing power 
abroad and they have _ endeavored 
through tariffs and otherwise to restrict 
such expenditures. These debts have 
created a psychological, as well as a 
material, condition. The flow of gold 
to France and the United States has 
contributed to weaken the purchasing 
power of many countries and the fall in 
the price of silver has curtailed the 
buying power of the East.” 

In regard to conditions in the bank, 
the general managers reported as fol- 
lows: 

“In times like the present it is in- 
evitable that losses suffered through the 
heavy fall in prices must affect banks 
at least indirectly. It is a satisfaction 
to be able to assure you that we have 
made ample provision for all losses and 
doubtful loans. 

“You will note that the traditionally 
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ANGLO- 
INTERNATIONAL 
BANK 


LIMITED 
Head Office: 
24-28, LOMBARD STREET 
LONDON, E. C. 3 


Telephones: Mansion Telegrams: 


House 6543 (9 lines) “*Anglank, London” 
CAPITAL : 


Authorized - - - £2,000,000 
Paidup - - - - - £1,960,008 


London Clearing Agents: 


Bank of England. Glyn, Mills & Co. 
National Provincial Bank, Ltd. | 


Board of Directors: 
General The Hon. Sir H. A. Lawrence, 6.C.B. (Chairman) 
H.E. Peter Bark, 6.C.V.0. (Managing Director) 

E. W. H. Barry. Esq. Sir Gordon Nairne, Bart. 
Julian Day, Esq., M.C. Ludwig von Neurath, Esq. 
A. G. M. Dickson, Esq. Sir Otto Niemeyer,G.B.E.,K.C.B. 
The Lord Faringdon, C.H. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 
Dr. Paul Hammerschlag Sir Henry Strakosch, 6.B.E. 


Every description of Home and Foreign Banking } 

transacted. Special facilities for business with the 

Continent of Europe. Current acccunts opened and 

deposits for short periods accepted at rates which may 
be obtained on application. 
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strong liquid position of your bank has 
been maintained. This was accomplished 
without curtailing the credit require- 
ments of our customers. Profits, while 
reflecting the quiet state, during the 
last year, of the general business of the 
country and lower money rates in for- 
eign markets, have been more than sufh- 
cient to maintain the usual distributions 
to shareholders. 

“Our total assets now aggregate 
$826,900,000 against $965,300,000 a 
year ago, a decrease of $138,400,000, 
which may be considered a reasonable 
contraction in view of the conditions 
which have prevailed. Of this total 
$438,100,000 consists of quick assets, 
namely, cash, call loans, bank balances 
and securities of a readily realizable 
nature. 

“Cash reserves to liabilities to the 
public are 13.33 per cent. 

“Capital, rest and undivided profits 
amount to $74,947,000, as compared 
with $74,632,000. Rest and undivided 





THE BANKERS MAGAZINE 






profits are now $2,947,000 in excess of 
our capital. 

“Deposits aggregate $689,000,000, a 
decrease of $83,300,000. Demand de- 
posits have decreased $72,500,000. De- 
posits after notice amount to $409,600,- 
000 as compared with $420,400,000. 
During recent months deposits in our 
savings department have incréased, an 
indication that with the passing of ab- 
normal conditions in the stock markets, 
the inherent saving tendency of the 
people is again in evidence. 

“A notable increase during the year 
in the number of small accounts is es 





Sir CHARLES Bair Gorpon, G.B.E. 
President of the Bank of Montreal. 


pecially gratifying, as we have con- 
sistently emphasized the fact that the 
Bank of Montreal welcomes small ac- 
counts. It is our experience that the 
amount represented by many small ac- 
counts is a more stable quantity than 
a similar total represented by a few 
large balances. 

“Balances due to banks are $8,300,- 
000, a decrease of $31,000,000, as com- 
pared with last year, when large 
amounts were held by us on account of 
European institutions desirous of taking 
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Head office, Bank of Montreal 


advantage of high rates of interest then 
prevailing in New York. 

“Cash and bank balances (including 
central gold reserves) amount to $136,- 
000,000, a decrease of $12,000,000. 


“Our call loans, aggregating $78,- 
700,000, show a d of $76,200,- 
000 compared with a year ago. Those 
in Canada are down $21,600,000; 
others are down $54,600,000. 

“Investments amount to $182,600,- 
000, an increase of $53,000,000 over a 
year ago, these being largely in Do- 
minion and Provincial Government se- 
curities. 

“Bank premises are carried at $14,- 
500,000, the same as a year ago. 

“Current loans in Canada (including 
advances to municipalities) amount to 
$315,100,000, a decrease of $83,700,- 
000, due to lessened activity of business 
in general. 

“Current loans elsewhere aggregate 
$42,500,000, as compared with $35,- 
100,000 a year ago. 

“Profits are $6,519,000, as compared 
with $7,070,000 reported a year ago. 
This reflects the quieter state of busi- 
ness conditions coupled with lower rates 
of interest received on funds necessarily 
employed elsewhere than in Canada. 
The net result, may be considered satis- 
factory.” 


ADDRESS OF THE PRESIDENT 
In presenting the address of the prest- 
dent, Sir Charles Blair Gordon discussed 
the decline in commodity prices and 
business conditions—present and future. 
“Summing up conditions in our own 
country,” he said, “we can, I think, 
justly congratulate ourselves upon the 
inherent vigor and soundness of our 
general economic structure. The 
back we have received has been a direct 
reflection of disturbed conditions all 
over the world. Europe has been in 
such state of unrest as to cause appre- 
hensions. Great Britain has experienced 
unemployment on the largest scale in 
history. Russia is in the throes of a 
vast and revolutionary experiment. 
Armed rebellion has occurred in South 
American republics. Civil war has been 
raging in China. India has been in a 
state of passive revolt. Japan is passing 
through a severe industrial depression. 
All these conditions were bound to 
affect the marketing of the primary 
products of the farm, the forest, the 
mine and the fisheries, upon the export 
of which Canada has largely depended. 
My own view is‘that when the 
turn comes Canada will be found lead- 
ing the procession in the return to pros- 
perity. That view, I think you will 


set- 





ete eat nd 


LSE RR 


Cee ee ae 


THE BANKERS MAGAZINE 


ANYWHERE ON THE GLOBE 


COOK'S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 
NEW YORK 


587 Fifth Ave. 253 Broadway 
827 Madison Ave. 


in co-operation with 


WAGONS-LITS CO 


701 Fifth A venue 


agree, finds full justification from the 
manner in which this country has been 
weathering the storm and from the 
vigorous and practical remedial mea- 
sures which we as a people have ap- 


plied.” 


INTERNATIONAL BANKING 
NOTES 


ET profits of the Royal Bank of 

Scotland, Edinburgh, for the year 

ended October 11, 1930, totaled 

£533,665, according to report of 
the board of directors. This has been dis’ 
tributed as follows: 


To midsummer dividend at the 
rate of 17 per cent. per annum, 
less income tax 

To Christmas dividends 

To bank buildings and heritable 
property 

To pension reserve funds 

To reserve 


The bank has capital of £3,362,442, re- 


serve of £3,580,926, deposits of £50,387, 
090 and resources of £61,561,346. 


STATEMENT of condition of the Skandina- 
viska Kreditaktiebolaget, Sweden, as of Oc- 
tober 31, 1930, showed capital of Kr. 87,- 
188,000, reserve fund of Kr. 94,812,000, 
deposits of Kr. 625,572,309 and resources 
of Kr. 1,074,180,295. 


R. HucH TENNANT has resigned from the 
chairmanship of the Westminster Bank 
Limited, London, effective December 31, and 
has been succeeded by the Hon. Rupert E. 
Beckett. Sir Malcolm Hogg became a joint 
deputy chairman at the same time. 

Mr. Tennant has devoted many years to 
banking, first as a director and deputy 
chairman of Crompton & Evans Union Bank, 
Derby; then as deputy chairman of Parr’s 
Bank; and, on the amalgamation of that 
bank with the Westminster Bank Limited, 
as deputy chairman until he succeeded the 
late Walter Leaf as chairman in 1927. 

Mr. Tennant will retain his seat on the 


board of the bank. 


THE Imperial Bank of Persia, Teheran, 
paid on December 15 an interim dividend 
of four shillings a share, free of income tax, 
for the half-year ended September 20, 1930. 


Frorir of the British Overseas Bank, 
Limited, London, for the year ended Oc- 
tober 31, 1930, after allowing rebate of 
interest and providing for all bad and 
doubtful debts, was £140,446, according to 
report of the board of directors. To this 
has been added £58,130 brought forward 
from the last account, making a total of 
£198,576, which has been allocated as 
follows: 
To dividends on the “A” ordinary 

shares at the rate of 6 per cent. 

per annum, less income tax .... £60,000 
To dividend on the “B” ordinary 

shares at the rate of 6 per cent. 

per annum, less income tax .... 60,000 
To reduction of premises account 5,000 
To carry forward to next account 73,576 


The bank has paid in capital of £2,000,- 
000, current, deposit and other accounts of 
£4,549,186 and resources of £10,775,180. 


Sir ALFRED Lewis, general manager of the 
National Provincial Bank, Ltd., London, 
recently received the honorary degree of 
LL.D. from the University of Birmingham, 
of which city he was a native. In addi- 
tion to his banking activities Sir Alfred has 
taken great interest in the educational side 
of his profession in both its economic and 
practical aspects. He is also a member of 
the Economic Advisory Council. 








Canadian Bank of Commerce Shows 


Strong Cash Position 


HE annual statement of the Ca- 

nadian Bank of Commerce, To- 

ronto, for the year ended Novem- 
ber 29, 1930, showed profit for the 
year, after provision was made for all 
bad and doubtful debts, of $5,378,423. 
To this has been added the balance of 
profit and loss brought forward from 
the previous year, and the premium re- 
ceived on shares during the year (bal- 
ance 1929 issue), making a total of 
$6,055,532, which has been allocated as 
follows: 


To dividends at the 
per cent. per annum ........ $3,596,014 
20 bonus of 1 pet cetit:, ..<.....:. 300,000 
To Dominion and Provincial gov- 
ernment taxes and tax on bank- 


rate of 12 


NOES CIECHIGHION: o.6 «<0, 055 ses. 9: 625,000 
To donations and subscriptions 60,000 
WG PEHMON, TORE 0 056 41815 6 010:010-00 256,177 
pO re 500,000 
WO SOSERVE TOBE. 5 acoso. 5 ce case 201,990 
WO! COPY TOLWALE 6.66 e-cicisivie oie: 516,351 


In a summary of the statement as of 
November 29, S. H. Logan, general 
manager of the bank, stated: 

“The cash position of the bank was 
exceptionally favorable. Total cash as- 
sets $126,000,000, which, if added to 
other quick assets aggregating $208,- 
000,000, make total immediately realiz- 
able assets $344,000,000 or 35 per cent. 
of total liabilities to public of $625,- 
000,000. Profit and loss as follows: 
$475,119 brought forward, $200,000 in 
premiums on shares issued as balance of 
new stock offered over the previous 
year. $10,000,000 added to capital and 
rest in 1929 had earning power for 
only part of 1929 but was fully effec- 
tive in 1930. Savings deposits com- 
paratively stable, regarded as healthy 
sign although interest-bearing deposits 
decrease $23,000,000 and non-interest 
bearing $19,000,000. Largest decrease 


in deposits is those held by- foreign 
banks as result of decline in rates on 





New York market and subsequent with- 
drawals of foreign money. This is also 
reflected in reduction of $25,000,000 
in call loans outside Canada. 
“Decrease in current loans in Canada 
note circulation and advances under 
Finance Act owing to decline in busi 
ness and commodity prices but contrac- 


tion not as marked as in volume ot 
Canadian business generally. Canadian 
call loans down $6,000,000. Securities 


up $12,500,000.” 

The Canadian Bank of Commerce is 
one of Canada’s largest and strongest 
banking institutions. It has 800 branches 


throughout the Dominion and other 
countries. 
TAKING THE COUNT 


Ir was a wonderful night, the girl was 


lovely and the young man was full of 
sentiment. 
“What,” he sighed, “do you think counts 


most in the world.” 

“Well,” said the girl, who worked in the 
bank, “there’s the adding machine.”— 
American Banker. 


WALKING TOWARD THE DAWN 


Wuat I am about to tell you must not be 
interpreted in an absolute sense, but merely 
as my viewpoint after long and diligent study 
of the situation. If no unforeseen and ir- 
reparable events, such as war, occur—and 
Italy has done, is doing and will do every- 
thing possible to avoid war—if the phases 
of the economic phenomenon are not dis- 
turbed by extraneous elements, then we are 
already leaving the night behind us and are 
walking toward the dawn. In other words 
the crisis has now touched its culminating 
point with the new American crashes. 

Now the alternative is simple—either the 
end of all things or improvement. But 
since neither world economy nor humanity 
can die, improvement must occur. But let 
no one be too precipitate. The passage 
from the present state to one of compara- 
tive prosperity is a cycle which will require 
at least three years.—From a recent speech 
by Prime Minister Mussolini of Italy. 
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CONDENSED STATEMENT 


of the Report to the Comptroller of Currency at 
the close of business, December 31st, 1930 


RESOURCES: 


Cash and due from Banks 
U. S..Government Bonds 
State, Municipal and Corporate Bonds 
Federal Reserve Bank Stock 
Loans and Discounts including Acceptances of other 

Banks 69,767 293.26 
Customers’ Liability under Acceptances 14,506,053.43 
Banking Houses 2,645,195.99 
Due from U. S. Treasurer 250,000.00 
Accrued Interest Receivable 771,082.77 
Other Assets 24,300.92 


$188,203,140.65 


LIABILITIES: 


CapPivTaL $8,250,000.00 
SuRPLUS 12,650,000.00 
Unpivipep Prorits 1,079,259.18 


$21,979,259.18 
Dividend Payable Jan. 2, 1931 330,000.00 
Unearned Discount 141,355.36 
Reserved for Interest, Taxes & Other Purposes 1,732,597 .32 
Currency Circulation 5,000,000.00 
Acceptances Outstanding including Domestic and 
Foreign Acceptances sold with our Endorsement 28,376,785.95 
Other Liabilities 29,644.25 
Deposits 130,613,498.59 


$188,203,140.65 
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Advertising Manager Central H 
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UR program at the 

Central Hanover 

Bank and Trust Com- 
pany calls for a liberal use 
of direct mail. While we 
believe that trust services can 
be sold by direct mail and by 
other forms of advertising as 
well, they can be sold more 
profitably when direct mail 
and personal salesmanship 
work together. We employ 
direct mail to cut sales cost. 
How is this done? First, by 
locating interested prospects 
from rated lists and second, 
by reducing the number of 


sales calls. 





















We want as many people 
as possible who have $250,- 






000 or more, to express an 
interest in method of 
increasing the net value of 
We conduct tests to 
find out which is the most 
effective way of getting an 





our 







estates. 







expression of this interest. 






For instance, we have re- 
cently compiled a book which 
sets forth for the first time 
the ten major wavs of in- 







creasing the net value of an 
estate. Previous tests con’ 
vinced us that we could get 
more inquiries from personal- 








Extracts from an address be- 
fore the convention of the Di- 
rect Mail Advertising Associa- 
tion. 







How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


JANUARY, 1931 


THE USE OF DIRECT MAIL IN SELLING 


SERVICES 


By JoHN DONOVAN 


anover Bank and Trust Company, 
» York. 


ized letters with a return card 
than from folders. We de- 
signed four letters, each with 
a different sales message. We 
sent each of these letters to 
a thousand prospects. We 
wanted to see how each 
pulled before mailing to the 
entire lists. The least effec- 
tive letter pulled less than 1 
per cent. return and the best 
pulled a little better than 7 
per cent. From the entire 
list the best letter produced 
8.1 per cent. return. 

In other words, we located 
through direct mail, 81 
people out of each 1000 who 
were interested and who 
to have, at 
least, a minimum amount of 
money. Instead of calling 
on the entire 1000 prospects 

Of 
who 
interested replied 
to that letter. Some people 
who might be sold would 
not reply to any letter. But 
we feel that it is good sell- 
ing strategy to concentrate 
on those whom we know are 


were known 


the salesmen call on 81. 
course, not every 


be 


one 
might 


interested before we spend 
time on the doubtful ones? 
Once we find something that 
gets results we continue to 
use it. For example, we ran 
one newspaper advertisement 








three different times—about 
two months apart. From the 
first insertion we received 114 
replies; from the second 98; 
and from the third 124." We 
would still be using that ad- 


vertisement if the booklet 
hadn’t run out of date. 
We have proved to our 
own satisfaction that direc 
mail can cut sales costs by 
locating interested prospects. 
It is a much more difficult 
thing to prove that it can be 
used to cut down the number 
of calls necessary to close a 
piece of business. But we 
think that people are in 
fluenced by what they read. 
Aren't a great many sales 
made in the home even be- 
fore the merchandise is seen? 
Don’t people offer less sales 
resistance when they are 
reading by themselves than 
when they are listening to a 
salesman? Don’t some people 
understand things _ better 
when they read than when 
they listen? I know a life 
underwriter who sells a 
million dollars’ worth of life 
insurance a month who 
wouldn't think of calling on 
a prospect unless he had his 
proposition summarized on a 
card which he leaves with 
He had found 
visual selling very effective. 
And another thing that seems 
to favor printed salesman- 
ship is that the good sales- 
man filled to the brim 
with enthusiasm. He is prej- 
udiced in favor of his goods. 
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DOLLARS 
Phrift Account 
the 


MANHATTAN 


The tower of its new building, as it 
appears at night, is used effectively on 
the face of a blotter distributed by a 


New York trust company. 


The blotters 


are also used by the bank on its check 
desks, etc. 


The mere fact that he is 
there accentuates that. The 
buyer soon learns to discount 
much of what the salesman 
has to say. 
a space salesman comes in 
and tells you that his paper 
has such and such a circula- 
tion you may discount what 
he says. But if the paper 
makes the statement to you 


For example, if 


in writing and perhaps sends 
you an A. B. C. report, you 
are much more easily con- 
vinced. Won't the prospect 
as a rule be more quickly 
convinced if he receives the 
same message, in 
form, over the signature of 
the bank? 

If these things are true 
the prospect will be sold with 


printed 


fewer calls if printed sales 
manship is co-ordinated with 
personal salesmanship. We 
encourage our salesman to 
send out an appropriate 
mailing piece before and 
after each call. What he 
sends depends upon the 
nature of the interview. For 
instance, a micht 
lead up to a discussion of 
the ten major ways of :n- 
creasing the net value of in 
estate, but seldom, if ever, 
would he have time to cx 
plain the ten ways in detail. 
So he sells the prospect on 
the idea of reading this book 
I believe our average 
call costs more than $8. We 
want to cut down the num- 
ber of calls. If you subscribe 
to the value of visual selling 
won't you agree that it is 
well worth while trying to 
substitute a dollar’s worth of 
printed salesmanship for one 
of those $8 calls? 


to be 


opinion 


salesman 


Sa ies 


It seems the con 


census of among 
advertising people in New 
York that everyone reads 
two newspapers a day. Direct 
mail, therefore, has to play 
second fiddle to newspaper 
space when it comes to 
general publicity work. Our 
publicity advertising is done 
almost exclusively in the 
newspapers. There are special 
problems such as securing the 
attention and co-operation of 
attorneys and life under: 
writers which require us to 
use direct mail for publicity 
work. Such things as service 
booklets, trust agreements 
and so forth are distributed 
to them. But as a general 
rule we let the newspapers 
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do the publicity work and 
make direct mail help with 
the selling. 

It is difficult to get obvious 
advertising material to the 
prospect’s desk. If we send 
a folder with a return card, 
our return is usually about 
50 from a mailing of 10,000. 
When we send a personal 
letter, with a return card, 
we receive as many as 810 
from 10,000. This expe- 
ricnce has led us to believe 
that it is unprofitable to mail 
out booklets unless they are 
requested. However, we 
mike it as easy as possible 
for people to make a request. 
This, of course, has a psycho- 
logical advantage, too. Peo- 
ple will usually read a book- 
let if they take the pains to 
ask for it. We have difh- 
culty getting our booklets 
through the secretaries even 
after they are requested. 
Wherever possible we send 
them by messenger. When 
we do mail them, we use a 
sticker that says, “This book- 
let was personally requested 
by Mr. So. and So.” Even 
then we have peopie calling 
up to tell us that they didn’t 
receive the booklet which 
they requested. 

Another thing that we are 
very careful about is results 
Good or bad, we want to 
know just what happens. 
Every month we go back 
through the advertising leads 
check them with the 
sales cards. This shows if 
the salesman has followed 
the lead and which particular 
piece produces the greatest 
results. These results are 
very carefully studied. They 


and 


govern our future work. 
Good pullers are used over 
and over again. Checking 
requires considerable time 
and expense, but it is worth 
while because it saves thou- 
sands of dollars by eliminat- 
ing things that seem to be 
right but don’t turn out that 
way. From checking we 
know that 5 per cent. of the 
business closed in 1930 is 
directly traceable to adver- 
tising leads most of which 
came from direct mail. This 
doesn’t take into considera- 
tion the number of people 
who have made inquiry while 
they were being solicited by 
the salesmen nor the adver- 
tising treatment of those 
whose names originated out- 
side the advertising depart: 
ment. 

To summarize: Our use 
of direct mail is confined to 
cutting sales costs by locat- 
ing interested prospects and 
by reducing the number of 
sales calls necessary to close 
a piece of business. Very 
little money is spent in the 


HAPPINESS AHEAD 
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use of direct mail merely for 
publicity purposes. Our ob- 
ject is to make advertising 
an indispensable part of the 
selling program by justifying 
the money we spend. We 
want to put whatever blind 
faith our bank has in adver- 
tising on a dividend-paying 


basis. We think that direc 


mail is working at its best 
when it has been given a 
definite job to do and then 
held accountable for doing it. 


HOW BANKS ARE 
ADVERTISING 


A BLOTTER gotten out recently 
by the Girard Trust Company 
of Philadelphia contained cal- 
endars for the months of No- 
vember and December and a 
sketch of the bank building, 
printed in black with a 
colored tint block on the cream- 
colored blotter. In the center 
was copy dealing with the 
bank's estate-planning _ service. 
The headline read ““No Tax or 
Double Tax?” 


rose- 


IN connection with the celebra- 
tion of its sixtieth anniversary, 
observed recently, the Hioernia 
Bank & Trust Co., of New Or- 


leans, held an exhibit consisting 


A Cleveland bank uses its armored trucks as a medium for 
savings department advertising, in which it suggests better 
times ahead. 
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¢ In times like these, can 


men afford to divide 


their energy between 


two jobsP 


HE man who is successfully meeting the demands of today's business 
finds be has little time for anything else. That one job keeps bim busy. 


His other job... the management of his personal investments . though It 
requires more care than ever... must get along somehow with ler attentioa. 


By creating « trust; such « man can now: 


1. Place his funds for management in the hands of men who have 
managed some of the country's largest fortunes. 

2. Emablish a definite schedule of financial objectives—and enjoy 
the belp of specialists i money management in acheving these 


objectives. 


3. Set up 2 plan of investment management — and have that pien car- 
ried out as conditions permit, without personal attention to details. 

4. Establish an income within the earning power of his funds, and 
have all details of attaining and distributing that income cared 
for without personal supervision. 


Eveo sums as low as $5,000 can sow enjoy the benefits of trust service 
through the Uniform Truss which is but one of the many services this 
organization bas to offer the man or woman who is interested in the sound 
management and conservation of bis or ber property. 


City Bank Farmers Trust Company 


0 WHLLIAM STREET. Tomperery Nactenerwes. 1s EXCHANGE PLACE FIFTH AVENUE, « ¢le drum 


MADTVON AVENUE. oeffedinwe PARK AVENTT «(ht mew 18] MONTAGUE STREFT, BROOKLY® 


Afiliated with THE NATIONAL CITY RANE OF NE® 1ORE 


Timeliness is the outstanding feature of this well 
written, well laid out advertisement of a large New 


York trust company. 


The heading is particularly 


attention-getting. 


of photographs of the period 
around 1870, early checks and 
drafts on the Hibernia Bank, 
old coins, typewriters,  tele- 
phones and bicycles, and oil 
paintings of the first president 
and vice-president of the bank. 


THE latest in the series of 
“Leaders of Cambridge Indus- 
try,” which is being published 
by the Harvard Trust Company, 
Cambridge, Mass., contains the 
life story of Frank A. Kennedy, 
who was one of the originators 
of the cracker-making industry. 
This booklet is similar to those 
previously issued and described 
in these columns. It contains 
an interestingly written biogra- 
phy of Mr. Kennedy and is 
suitably illustrated. 


WHEN it opened a branch office 
on City Island, the first bank- 
ing office in that community, 
the Irving Trust Company of 
New York employed an unusual 
piece of advertising in the form 
of a newspaper, which was de- 
livered on October 16 to every 
residence and business place on 
the island, preparatory to the 
opening two days later. The 
newspaper, especially written 
and published for the event, 
was a seven column, full-page 
size paper, containing four 
pages. It was called the City 
Island Community News. 
Make-up was in regular news- 
paper style, with streamers 
across the first page inviting 
readers to attend the bank 
opening and stories dealing with 
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the historical background of the 
trust company, its reasons for 
opening the office, advantages 
to the island of this new bank, 
etc. Details of the opening 
program were also given. ‘The 
second page consisted chiefly of 
syndicated articles of interest to 
women, the third of current 
events pictures, and the fourth 
was of particular appeal to busi 
ness men. It was made up of 
sixteen advertisements of local 
businesses, each one column by 
14 inches. In the center of 
the page was a large box in 
nouncing that these advertise: 
ments were “Complimentary to 
the Business Men of City 
Island.” No charge was mde 
for the advertisements and cure 
was exercised so that no mer 
chant was omitted. 

When the date of the bank 
opening was announced, the 
City Island Improvement As<o- 
ciation passed resolutions desig’ 
nating that day as Bank Dray, 
and urging all the business men 
to decorate their stores and 
offices that day and to offer 
special sales, etc. This fact was 
made the most of in the news: 
paper. 


PeRriopic auditing for business 
firms and corporations was the 
subject of an advertisement 
published recently by the Union 
Guardian Trust Company of 
Detroit, which provoked wide 
comment. “We are publishing 
this advertisement because we 
firmly believe that periodic 
audits, while always necessary, 
are particularly helpful in the 
phase of business through which 
we are now passing,” said John 
N. Stalker, president of the 
company. 

The advertisement was headed 
“We Believe in Periodic Audit- 
ing for Business Firms and Cor 
porations,” and the text read: 

“A periodic audit gives a 
firm a comprehensive, up-to-the: 
minute picture of its progress 
and its financial condition, and 
enables the management to plan 
a future based on _ accurate 
facts and figures. It helps to 
maintain costs, sales, inventory 
and turnover. It provides stricter 
budget control, and __ stabilizes 
organization, system and order. 
It is. a safeguard against the 
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payment of unnecessary and ex- 
cessive taxes. It reveals facts 
that enable a firm to check 
conditions of waste, laxity or 
dishonesty that might become 
more serious if they remained 
undetected. It furnishes an out- 
side viewpoint on operating, ac- 
counting and financial methods, 
frequently of the greatest value. 
It tends to keep business ex- 
pansion within the limit of a 
firm financial capacity. It con- 
tributes specialized knowledge 
and information on various im- 
portant phases of business man- 
agement. Any public accoun- 
tant will gladly explain the ad- 
vantages of this suggestion.” 


TESTIMONIAL advertising is be- 
ing used by the mutual savings 
banks of Manhattan, and Bronx 
and Westchester counties, New 
York, in their winter advertis- 
ing campaign. The first of the 
advertisements contained a large 
portrait of David Belasco, dean 
of American theatrical pro- 
ducers, with a statement by Mr. 
Belasco beginning with the as- 


sertion that “Some of life's 
greatest dramas are written in 
savings bank passbooks.”’ Later 


advertisements will include testi- 
monials from the country’s best 
known naturalist, a prominent 
hotel owner, a champion athlete, 
etc., all taken from the lists of 
the banks’ depositors. 

The advertisements will oc- 
cupy large display and have a 
dignity of typography and lay- 
out becoming to the traditions 
of savings banks, while they 
contain photographs and quota- 


tions from leaders in many 
walks of life. 

Forty per cent. of the banks 
in the United States will in- 


crease their advertising budgets 
from 4 to 100 per cent. for 
1931, 40 per cent. will retain 
the 1929 appropriations and 20 
per cent. will slash their adver- 
tising expenditures, according to 
returns from a questionnaire 
sent to financial institutions all 
over the country by the Finan- 
cial Advertisers Association. The 
comparison shows an _ average 
gain of 224 per cent. for 1931. 

Preston E. Reed, executive 
secretary of the association, de- 
clared that bankers are appar- 
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ently beginning to believe that 
the depression is dying and that 
“we will have bluer skies and 
more men in blue overalls work- 
ing in 1931.” 


TaLes of business depression 
are receiving scant sympathy in 


the Nassau National Bank of 
Rockville Centre, N. Y. The 


president of this institution, Dr. 
D. N. Bulson, has invented a 
“crying towel” for the con- 
venience of those who want to 
tell him their woes. The towels 
are being distributed at the bank 
and bear the following inscrip- 
tion, printed in red: 

“The next time any sad-faced 
bozo comes into your office to 
tell a long tale about ‘every- 
thing’s gone to the dogs, don't 


ts, 
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Iet him 
weeping 


use your shoulder for 
purposes—hand him 
this towel and let him go off 
in a corner and use it. Compli- 


ments of Dr. D. N. Bulson.” 


CALIFORNIA communities and 
the advantages of California 
for industry and as a place to 
live are to be featured in a 
series of advertisements to be 
published in national publica- 
tions by the Bank of America 
of California, successor to the 
Bank of Italy and the Bank of 
America. 

“While the main purpose of 
the campaign,” according to E. 
J. Nolan, chairman of the board, 


“is to make known to. our 
thousands of friends in eastern 
and mid-western territory the 


interview 


with the umous Curator af the 
Bronx Zoo 





Oni y banks 





See why Dr. Ditmars uses the 
SAVINGS BANK’ 


“Everybody knows that financial worry is 
about as poisonous as a snake-bite. I can’t 
afford to worry because my work is too 
exacting. 1 need all my time and a free 
mind to accomplish the things my job 
calls for 

“That's why I carry a savings bank® ac- 
count. I like to know that my money is 
in the safest of places. And I enjoy the 
thrill of adding regularly to a fund that J 
can draw on at any time. 


“The ‘mutual’ feature of savings banks 
appeals to me. It means that all net prof- 
its are paid back to depositors in the form 
of dividends. I think few people realize 
that savings banks are different from other 


banks in this respect." 


with the word SAviN6s in their name are savings banks 





An example of the testimonial advertising being used by 
the mutual savings banks of Manhattan and Bronx and 
Westchester counties, New York, in a winter advertising 


campaign. 


A description of this series is contained in 


these columns. 
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facts of the consolidation of the 
Bank of Italy and the Bank of 
America, we feel that we can 
well afford to donate a portion 
of our advertising space to the 
state that has done so much for 
both institutions.” 


Winpow displays containing 
products of its customers are 
used by the American Trust 
Company of San Francisco to 
create customer good-will, as 
well as to attract attention of 
passersby. The customer dis- 
play is usually exhibited at the 
branch in which the customer 
keeps his account and, while 
the properties are furnished by 
the customer from his products, 
the display is arranged by the 
bank. Requests for space in 
the window are numerous and 
the bank has a long waiting list. 

The American Trust Com- 
pany uses other types of win- 
dow displays which are rotated 


ANOTHER STEP 
IN NEW JERSEY’S 
GROWTH... 


among its ninety-five branches, 
staying about a week in the 
windows of the San Francisco 
offices and about three weeks in 
those of the smaller towns. It 
is the policy of the bank to keep 
its windows always telling some 
sort of story. 


A CONSTRUCTIVE service to 
business men, adding an idea 
to the money they have to 
offer, is being advertised by a 
small group of banks. A good 
example of this tendency is a 
recent advertisement published 
by the National Shawmut Bank 
of Boston that reads as follows: 

“Thirty years ago a staunch 
Massachusetts’ manufacturer sold 
only face cream. Success led 
him to add other products. 
Within twenty years his sales- 
men sold no fewer than 2500 
different articles—many of them 
novelties. 

“Practically every one of this 


ITVAAL borriers have done more in the pos! to veterd 

New Jersey's growth thon ony other wingie factor This 
toverding of her natural pregress has been overcome om 
recent yeors by man's ingenuity New brdger— + " 
tunneli—high speed highway) hove brokes Gown the lost 
borriers ond tedoy New Jersey emerges os the mest 
1apddiy developing industria! center > America 
In pece with this ropid expansion the Fidelity Union Trust 
Compony hes eriorged ts Boning feces un’! todey * 
stands as one of the lorges! bonis in the country 
On the bovis of our strengih and knewiedge of New Jeney 
2 cordolly solicit your account. If you ore @ New Jersey 
resident we invite you to investigate the economies of 
eppomiing us executor trustee of your =:!! 


FIDELITY UNION 
TRUST COMPANY 
a. mew scene? 


ase care 
ee 


Interesting layout and art distinguish this advertise- 
ment of a Newark, N. J., trust company. 
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multitude met keen and spirited 
competition. Retailers showed 
an ever-increasing preference ‘or 
the lowest priced goods with 
the highest discount. Proiits 
slowly but steadily sank wl 
expenses mounted skyward. 

“Unbiased investigators sa 
‘Withdraw from the race. Con 
centrate.” Searching analysis 
showed that one of the new 
novelties had met with poru 
larity from the day of its birt 
It had few competitors, and v 
patented. 

“Standardize on this 
item, the president order 
Then he announced the nw 
merchandising plan. Under cove 
of an intensive selling ca 
paign, item after item was wi 
drawn, until only six remain 

“Today a salesman, with t. 
entire line under one arm, c 
display each item to ten deale: 
in less time than it took him 
show the old list of 2500 
one. 

“A modern factory testifies 
to the wisdom of the drast: 
change of policy. It was en 
tirely built out of the profits 
from that one novelty. 

“Through its long busine 
experience and its innumerab 
contacts, Shawmut is frequent}; 
able to help solve intricate prot 
lems for both large and small 
concerns. 

“Only last month our Mer’ 
chandising Division successfully, 
and quickly, solved a distribu- 
tion problem that had long 
baffled the executives of an im- 
portant corporation. 

“Of course, we cannot make 
definite promise of help, but, if 
you are facing a difficult prob- 
lem in New England, it will be 
most exceptional if we are un’ 
able to give you some really 
constructive suggestions. 

“Why not give us an oppor’ 
tunity? Simply write our Mer- 
chandising Division outlining 
your difficulty.” 


A GIANT Christmas card, ex- 
tending the season's geetings to 
all of New York, and particu’ 
larly to their 665,000 depositors, 
was erected at 42nd street and 
Fifth avenue, opposite the Pub- 
lic Library, in New York City, 
by the Bowery Savings Bank, 
the Emigrant Industrial Savings 





Bank and the Dime 
Bank. 
The giant card was 45 feet 
height, 37 feet wide and 
vered four floors of a busi- 
building on the northeast 
rner. On the card had been 
ited a familiar Christmas 
1e, choir boys in the regalia 
he church singing Christmas 
Is. As a background for 
boys, three church windows, 
the colors of stained glass, 
ade an attractive setting to 
ress the “season's greetings.” 
low, orange, purple, blue, 
yer and green were used in 
church windows and the 
ds “season’s greetings’ were 
red. The central figure of 
choir boys was sixteen feet 
and the others were twelve 
tall. The card was com- 
ted a week before Christmas. 


Savings 


E committee on public edu- 
ion of the Pennsylvania 
ikers Association has gotten 
a booklet, ““To Save or Not 
Save,” for use by members 
the association, either as a 
general community proposition 
or during National Thrift 
Week, January 17-23. In this 
booklet is emphasized the fact 
that how much a person can 
save depends upon how wisely 
he regulates the income he re- 
ceives, and this naturally leads 
to the budget plan, which is ex- 
plained. A tentative budget, in 
percentages, is given. 


THE American Bank & Trust 
Company, of Richmond, Va., is 
running a series of newspaper 
advertisements called “The 
American Investigates.” They 
tell of the work of various 
agencies which are benefited by 
the Community Fund of Rich- 
mond. The first advertisement 
received editorial mention in one 
of the Richmond papers, which 
stated that if the series were 
kept up to the level of the first 
advertisement, it would intrigue 
many people into reading about 
the Community Fund activities, 
about which they had previously 
known nothing. 


A NEW YEAR'S advertisement 
designed to aid in restoring 
public confidence was published 
recently by the New York State 
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A great industry 


little known to “the man in the street” 


Since 1900—and 
more intensive- 
ly, since 1914— 
a basic industry 
has been growing up in this country almost 
unregarded by the average citizen, but not 
by discerning investors. 
© The names of many of its products are 
sufficient in themselves to hide them from 
the public. Names like Phenolphthalein, 
Phthalic Anhydride, Phenol, Merclor. Yet 
these products enter intimately into the 
daily lives of every man, womanand child— 
in biscuits, chocolates, medical compounds, 
hair tonics, moth balls, radios, combs, 
brushes, fabrics, dyes. 
© It is the vast, rapid growth of this indus- 
try that has so strongly focused the atten- 
tion of investors during the past few years. 
The diversity of its markets, the pioneer- 
ing in new fields, the continuous develop- 
ment of new, profitable products through 
constant research—all have 
served to interest those seek- 
ing a share in the earnings of 
American business. 
© The largest producer in the 


fine and medicinal division of 


OUND SECURITIES FOR INVESTMENT 


84 PINE STREET, NEW YORE 


this industry is Monsanto Chemical Works, 
This company is also one of the important 
manufacturers of heavy chemicals. In 1914 
it came to the fore in the development of 
coal tar intermediates—was one of the 
leaders in preventing the dyestuff famine 
that ‘threatened when we were shut off 
from Germany 

© Since 1901, excepting only 1921, Mon- 
santo has each year 
added a substantial 
net profit to surplus 
after all charges. 
Stockholders have 
participated liber- 


a 


and stock disbursements and rights. Divi- 


ally through cash 


dends are now being paid at the annual 
rate of $1.25 a share in cash to yield five 
per cent. The stock, which we recommend 
strongly, is listed on the New York Stock 
Exchange. We have been closely identi- 
fied with the financing of 
Monsanto and shall be glad 
to send detailed information 
concerning the cumpany's 
growth and position in its 
industry. Ask for NT11. 


* CHICAGO AND OTHER CITIES 


A. G. Becker & Co. 





A description of a 


little-known 


industry in the 


financing of which it is interested, is the basis for an 
attractive and readable advertisement of a well known 


securities 


National Bank of Albany, N. 
Y., in local newspapers. It was 
captioned “Don’t Sell America 
Short,” and continued as fol- 
lows: 
¥ So said J. Pierpont 
Morgan at another time of stress 
several years ago. We believe 
there is just as much justifica- 
tion for saying it again today. 

“Standing on the threshold 
of this new year, which will 
witness the 128th anniversary 
of its founding, the New York 
State National Bank unhesitat- 
ingly declares its optimism as 


company. 


to the future of American busi- 
ness. 

“During the more than a 
century and a quarter of its his- 
tory, the State Bank has wit- 
nessed many business depres- 
sions and_ several financial 
panics. But it has also seen 
that our. great, progressive 
country has never failed to sur- 
vive those periods of economic 
strain and that prosperity, when 
it has returned, has always been 
greater than it was before. 

“The present instance, in our 
opinion, will prove no exception. 
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Therefore, let us all look to the 
future with confidence and with 
a realization that, having passed 
through more than a year and 
a half of depression, we are 
that much nearer a greater pros- 
perity than we have ever yet 
experienced. 

“The New York State Na- 
tional Bank, under progressive, 
youthful leadership, and backed 
by its long heritage of experi- 
ence and conservatism, offers its 
services to the business com- 
munity of Albany and the Cap- 
ital District and takes this oc- 
casion to extend to all the 
people of this section its best 
wishes for a happy and pros- 
perous new year.” 


A FOUR-PAGE folder sent out 
by the Putnam Trust Company 
of Greenwich, Conn., at the be- 


SAFETY 

SERVICE 

PRESTIGE 
An anexceiled banking s 
requirement, rendered 


tion, and supplemen! 
$185,000,000.00, bs 


FIRST NATE 


Simseras 


ginning of the new year ex- 
presses the thanks of that in- 
stitution to its depositors. On 
the first page of the folder is 
a wintry scene in black, blue 
and white, and the words, 
“Thanking Our Depositors as 
We Complete Another Year 
Together.” The double-page 
spread inside contains a message 
to the depositors, signed by the 
president of the bank, which 
reads as follows: 

“There are several reasons 
for the excellent showing of 
this bank during 1930. Despite 
unfavorable economic conditions 
generally, we have, nevertheless, 
maintained strong deposits and 
a thoroughly sound financial 
position. While this has called 
for courage, faith and careful 
management upon the part of 
officers and directors, we believe 


Foreign Trade Counsel 

World Bide Calle ctroms 
Credit aod Business Counsel 
Depository for Business Funds 


11 Neciags Windows, 

BO Commercial Windows 
5 Ratrances ond a Night 
Depository... for Your 
Convenience 


ONA 


ST. LOUIS’ LARGEST BANK 


BROADWAY<LOCUST= OLIVE 


FIRST NATIONAL COMPANY and ST. LOUIS UNION TRUST COMPANY Affiliated 
a 


An example of what can be done to emphasize the name 
of a bank is this advertisement of a St. Louis institution. 


Throughout all of this 


bank’s 


advertising, the name 


“First” appears prominently, both in display and in text. 
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that a large share of the credit 
should go to our depositors. 
Their loyalty, co-operation, and 
unfailing friendship, we count 
among our strongest resources. 
To all of these friends, and to 
you, personally, we say “Thank 
You.” We are confident that 
there will be a gradual return 
of normal prosperity during 
1931, and we hope that you 
and your friends may enjoy the 
best of all that the New Year 
has to bring.” 


AN interesting account of Lower 
Broadway and of the establi-<h- 
ment and growth of the Fulton 
Trust Company, in New York, 
has been published in booklet 
form by the trust company. 
The story begins with the loca- 
tion of the streets in Lower 
Manhattan under Dutch rule, 
and tells of their changes in ‘o- 
cation and name as the city 
grew. This story of Lower 
Broadway is brought up _ to 
1890, the date of the establish- 
ment of the Fulton Trust Com- 
pany, and from that point on 
the booklet deals chiefly with 
the history of the company and 
its growth. 

The booklet is excellently 
written and gives a clear and 
colorful history of Lower Broad- 
way. It is profusely illustrated 
with equally interesting repro- 
ductions of photographs and 
drawings of early-day downtown 
Manhattan. 

Typographically it is also ex- 
cellent. Covers are of rough, 
deckle-edged paper in a _ rust 
shade, on which the title of the 
booklet and a portrait of Robert 
Fulton, for whom the bank was 
named, are printed in black 
and blue. The inside pages are 
of cream-colored coated stock, 
with printing in black. 


NEWS 


THE City Bank & Trust Com- 
pany, Hartford, Conn., has 
appointed Smith-Patterson-Allen, 
Inc., advertising agency of that 
city, to direct its advertising 
account. Newspaper, direct mail 
and poster advertising will be 
used. 
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Brown Brothers and Harriman in 
Merger 


Harriman & Co., Inc., and Har- 

riman Brothers & Co. have ‘ef- 
fected the combination of their respec- 
tive businesses through the formation 
of a new firm, to be known as Brown 
Brothers Harriman & Co. The com- 
bination went into effect as of January 
1 and it was expected that it would be 
consummated shortly thereafter. 

Brown Brothers Harriman & Co. 
will continue without interruption the 
general financial business of Brown 
Brothers & Co. and the two Harriman 
companies, including commercial and 
travelers’ credits, exchange, the issue of 
securities and other domestic and for- 
eign financial transactions. The present 
partners of Brown Brothers & Co., 
other than Louis Curtis, Sr., who re- 
tired on December 31 after sixty years 
of continuous association with the firm, 
will be the partners of the new firm, 
together with W. A. Harriman, E. 
Roland Harriman, Knight Woolley and 
Prescott §. Bush. The partners in 
Brown Brothers & Co. are: James 
Brown, Thatcher M. Brown, Moreau 
Delano, Louis Curtis, John Henry 
Hammond, Ray Morris, Louis Curtis, 
Jr., Charles Denston Dickey, Ellery 
Sedgwick James, Robert Abercrombie 
Lovett, Ralph T. Crane, Laurence G. 
Tighe, and P. Blair Lee. 

The new offices will be at 59 Wall 
street, New York. 

The fusion of interests in the spe- 
cial type of service which private finan- 
cial houses render, will effect a com- 
bination of resources and facilities 
commensurate with the growing re- 
quirements of modern business. 

The new organization, through one 
of its constituents, will have an un- 
broken record of more than one hun- 
dred years of business activity. 

Brown Brothers & Co. is among the 
oldest financial firms in the United 
124 


B= Brothers & Co., W. A. 


States. It is interesting, in these times 
of unsettlement in world political and 
economic affairs, to recall that one of 
the factors which influenced Alexander 
Brown to come to this side well over 
a hundred years ago, was the political 
unrest in Ireland at the end of the’ 
eighteenth century. He had been a 
successful linen merchant in Belfast, 
and in 1800 he came to America and 
began business in Baltimore, shipping 
abroad cotton, tobacco and other com- 
modities, and importing linens. In 1818 
the Browns set up in business in Phila- 
delphia, following the establishment of 
an office in Liverpool in 1810 by Wil- 
liam Brown, eldest son of Alexander. 
The New York house was established 
in 1825. 

From its earliest days the firm has 
taken an active part in the financial 
development of America’s railroads, 
shipping and other industries. George 
Brown, a son of Alexander, was the 
first treasurer of the Baltimore & Ohio 
Railroad following its organization in 
1827, and subsequently he became one 
of the directors of the railroad for the 
State of Maryland. In 1847—soon 
after the British government had es- 
tablished the Cunard Line — Brown 
Brothers & Co. showed their readiness 
to meet new conditions by putting into 
operation the Collins line of steamships, 
the first transatlantic line set up in the 
United States. 

As developments progressed in the 
firm’s early years, it financed the ship- 
ment of other merchants; and after a 
time the financial side of its business 
had expanded to such an extent that in 
1833 it sold its merchandising business, 
confining itself thereafter to financial 
operations. Throughout its history, the 
partnership has included members of 
the Brown family, and today direct 
descendants of Alexander Brown are 
partners. 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


Now Brown Brothers & Co. main- 
tains offices in New York, Boston, 
Philadelphia and Chicago, the mid-west 
office being in charge of Charles S. Gar- 
land. Besides it has representatives’ 
offices in many cities for the sale of 
securities. It is a member of the New 
York, Boston and Philadelphia Stock 
Exchanges; and is connected by private 
wire with a number of the larger cen- 
ters of the East and Middle West. The 
firm occupies an important place in all 
branches of international finance, in- 
cluding foreign exchange, commercial 
and travelers’ letters of credit, and the 
underwriting and distribution of do- 
mestic and foreign investment securities. 
It was also the creator of the traveler's 
letter of credit—a type of readily avail- 
able travel-fund which had not been 
heard of until it pioneered in that field 
more than seventy-five years ago. With 
the Baltimore house of Alexander 
Brown & Sons, an outgrowth of the 
original house, Brown Brothers & Co. 
has played an important part in the 
financing done by the Federal Farm 
Loan system since its institution. It has 
close affiliations in European countries, 
practically all of whose large banks and 
governmental financial agencies are in 
regular relationship with it. 

A service rendered by Brown Brothers 
& Co. to the Banque de France during 
the war was the arranging of a syndi- 
cate acceptance credit of $20,000,000— 
in which a large number of American 
banks and bankers were participants. 
This was the first syndicate credit in the 
American acceptance market, where that 
form of financing is now frequently 
used. It was also closely associated 


with other banks in financing the large 
bond issues offered on behalf of Can- 
ada, France, England and other coun- 
tries before this country entered the 
great war. 

Brown Brothers & Co. has always co- 
operated closely with the British firm 
of Brown, Shipley & Co., whose history 
in England largely parallels that of its 
associates on this side. The Right Hon- 
orable Montagu C. Norman, governor 
of the Bank of England, was formerly 
a partner of Brown, Shipley & Co. and 
Brown Brothers & Co. 

W. A. Harriman & Co., Inc., was 
formed in 1919 and a year thereafter, 
in October, 1920, merged with Morton 
& Co., Inc., in which the Guaranty 
Trust Company of New York had an 
important interest, conducting, under 
the name of W. A. Harriman & Co., 
Inc., a general financial and investment 
business. In 1922 the Guaranty Trust 
Company sold its interest in the com- 
pany to the other stockholders. The 
controlling owners of the company are 
W. A. Harriman and E. Roland Harri- 
man, sons of the late E. H. Harriman. 
In addition to the head office of the 
company at 39 Broadway, it maintains 
branch offices in Philadelphia, Buffalo 
and Syracuse, and in Berlin. 

W. A. Harriman & Co., Inc., was 
amongst the first American investment 
houses to enter the field that post-war 
Europe offered to American capital. 
Through the branch office in Berlin, 
opened in 1922, many short-term credits 
were granted to a wide variety of Ger- 
man industries in conjunction with one 
of the important German banks. This 
was followed by offerings in the Amer- 
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ican market of issues of German and 
other European companies. The com- 
pany also has engaged in public and 
private financing of American enter- 
prises. 

The corporation was among the first 
of the large investment houses to iden- 
tify itself with the “Fixed Investment 
Trust” through its acquisition in Au- 
gust, 1930, of a controlling interest in 
American Trustee Share Corporation 
which has sold upward of $60,000,000 
of “Diversified Trust Shares.” 

The directors of W. A. Harriman 
& Co., Inc., include W. A. Harriman, 
E. Roland Harriman, Knight Woolley, 
Prescott S. Bush, Frederick B. Adams, 
S. F. Pryor, P. A. Rockefeller and 
Charles A. Monroe. 

Harriman Brothers & Co., a co 
partnership, was formed on February 1, 
1927, to further the Harriman interests. 
The firm transacts a large acceptance 
business dealing with domestic concerns 
and many foreign banks, bankers and 
commercial corporations. It performs 
the services incidental to general inter- 
national financial business and _forty- 
nine leading foreign banks represent the 
firm as correspondents. The firm is a 
member of the New York Stock Ex- 
change and an associate member of the 
New York Curb Market. It transacts 
no margin account business. The part- 
ners include W. A. Harriman, E. Ro- 
land Harriman, Knight Woolley and 
Prescott S. Bush. Among the corpora- 


EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 





New York City 





tions of which W. A. Harriman is a 
director are the following: Union Pa- 
cific Railway Company, Western Union 
Telegraph Co., Guaranty Trust Com- 
pany of New York, the Manhattan 
Company, Illinois Central Railroad, 
National Surety Co., New York Title 
& Mortgage Co. Among the corpora- 
tions of which E. Roland Harriman is 
a director are the following: Union 
Pacific Railway Company, Delaware & 
Hudson Company, City Bank Farmers 
Trust Company, New York Indemnity 
Company and the St. Louis & South 
Western Railroad. 


JOINS CENTRAL-ILLINOIS 


Pratt M. Conrap, for the last two years 
with Hallgarten @ Company, has joined the 
sales organization of the Central-Illinois 
Company, investment affiliate of the Central 
Trust Company of Illinois, with headquarters 
in Chicago. From 1924 to 1929 Mr. Con- 
rad was vice-president of the National Re- 
public Company of Chicago, and for ten 
years prior to that time was associated with 
Lee, Higginson & Company. He is a 
graduate of the University of Chicago. 


OPENS NEW OFFICES 


Tue First National Old Colony Corpora- 
tion, of Boston, has announced the opening 
of new offices in San Francisco, Los Angeles, 
Seattle and Portland. The company is an 
afhliate of the First National Bank of Bos- 
ton. In addition to the new offices it has 
offices in Boston, New York, Chicago, Phila- 
delphia, Pittsburgh, Washington, Cleveland, 
Baltimore, Atlanta, Hartford and St. Louis. 


















SONUHINMAH RA 


Kings County Trust Company | 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $453,000 


JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JRB., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ALBERT I. TABOR, Secretary 
ALFRED W- ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


ALBERT E. ECKEKSON Auditor 


ACCOUNTS INVITED 


INTEREST ALLOWED ON DEPOSITS 


EAM 


What They Say 


THE CASE FOR RECOVERY 


“An analysis of prospects by individ- 
ual lines of productive industry does 
not lead to optimistic conclusions con- 
cerning 1931. Nevertheless the history 
of a long series of previous major busi- 
ness depressions in this country does 
justify us in believing that the general 
trend of business and industrial activity 
next year will be an advancing one. 
At no previous time covered by our 
records has business activity in this 
country declined for so long a period, 
and reached such low levels as in this 
instance, and then postponed a definite 
recovery for another year.”—Colonel 
Leonard P. Ayres, vice-president Cleve- 


land Trust Company, Cleveland. 
CONFIDENCE 


“Confidence will begin to return as 
favorable items begin to variegate the 
news of the month. After the turn of 
the year trade comparisons will be made 
between 1931 and 1930 instead of be- 
tween 1930 and so unusual a year as 
1929. Superficial as considerations of 
this kind might appear, it seems pos- 
sible that this mere change in the bases 
of comparison will in itself prove no 
small factor in bringing about a return 
to the progressive outlook to which the 
American public is accustomed. More 
of the spirit of reasonable optimism will 
help.-—C. W. Sills, vice-president 
Halsey, Stuart & Co. 


THE STORM IS OVER 


“We are reasonably sure that the 
devastating storms which swept through 
values in late 1929 and middle 1930 are 
not to be experienced again during this 
cycle. As soon as business comes to 
realize that it is the wreckage and not 
the storm which is our principal prob- 
lem at the present time, there will be 
more courage and more enthusiasm for 
the job ahead.”—Business Observer, 
Foreman-State National Bank, Chicago. 


BUSINESS LEADERS 
COMMENDED 


“Our business leaders have shown a 
greater sense of social responsibility than 
in previous slumps, and by the exten- 
sive use of part-time labor they have 
immeasurably mitigated the hardships 
that would otherwise have fallen upon 
the wage-earning class. By the stern 
discipline of necessity, too, leadership 
has become better informed as to the 
fundamental principles that underlie 
successful management. Seldom, if ever 
before, has much thought been given to 
the introduction of proved economies in 
many processes of manufacture.”—Mid- 
Month Review, Irving Trust Company, 


New York. 
ECONOMIC WAR 


“Tt has not been so long since Amer- 
ica was embroiled in the throes of a 
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great war for justice. Today we again 
find ourselves in the midst of another 
war—this time it is an economic war 
that will decide whether the present 
standard of living of the American 
workman, which is the highest in the 
world, shall be continued. Our indus- 
trial supremacy is threatened by foreign 
competition—and to meet this we are 
completely disorganized..—H. Ennis 
Jones, vice-president Franklin Trust 
Company, Philadelphia. 


RAILROADS NEED CONSOLIDA- 
TION 


“Today, as never before, it is neces- 
sary for the railroads to obtain the ad- 
vantages of consolidation. Hard times 
have proved that the railroads must 
effect every possible economy of opera- 
tion. But with the strictest economy 
in 1930 they have been unable to earn 
anything like the fair return prescribed 
by law. It is apparent that means must 
be provided to make possible greater 
economies.”"—William Z. Ripley. 


SOUND INVESTOR NEED NOT 
WORRY 


“The man who adheres to a sound in- 
vestment viewpoint can have confidence 
today that American business will 
eventually resume its march toward a 
greater future. Just how soon the for- 
ward movement will get under way is 
of minor importance from the stand- 
point of his investments, if well chosen; 


for he is not at the mercy of the events 
of today or next week, but enjoys the 
senior security and regular income paid 
by bonds chosen for their soundness and 
their suitability..—Quarterly Review, 
Halsey, Stuart & Co. 


BANKING STRUCTURE IS SOUND 


“You know as well as I that the lead- 
ing banking institutions of this city are 
sound, strong and a bulwark to the 
community. You know that they are 
prudently managed. You know that 
the Federal Reserve Bank of New York 
is a tower of strength. You know that 
the association of Clearing House banks 
is a powerful safeguard against trouble. 
You know that, despite surface weak- 
nesses which may still show themselves 
here and there, our New York banking 
community is founded on a rock and 
will not be shaken.”—Thomas W. La’ 
mont, to the members of the N. Y. 
Stock Exchange. 


OPPORTUNITY FOR THE BOND 
BUYER 


“Today is a day of extraordinary op- 
portunity for the discriminating bond 
buyer. My suggestion is, that you go 
to trusted financial advisers, your local 
bankers especially, and ask them to help 
you pick out such bonds.”—Benjamin 
M. Anderson, Jr., economist, Chase 
National Bank, New York. 


CENTRAL HANOVER ELECTIONS 


CENTRAL Hanover Bank and Trust Com- 
pany of New York has announced the elec’ 
tion of Basil Hwoschinsky, William A. Eld- 
ridge and Alfred M. Ellinger as vice-presi- 
dents; the appointment of John B. Henne- 
man, Louis F. Timmerman, John C. Higbee, 
Peter Van Brunt, Porter L. Willett, O. M. 
McCullough, Williston J. Farrington and 
Hubert B. Chappell as assistant  vice- 
presidents; the appointment of Joseph C. 
Harris and William B. M. Carr as assistant 
secretaries; and the appointment of Irving 
B. Aherns, William Benzinger, William A. 
Higgins, George K. Boday, William R. Mc- 
Alpin, Cornelius C. Rose and William H. 


Van Benschoten, Jr., as assistant treasurers. 





Convention News 


COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, September 28-30. Executive man- 
ager, Fred N. Shepherd, 110 East 42nd street, 
New York City. 


AMERICAN BANKERS ASSOCIATION ExECU- 
TIVE CounciL, Augusta, Ga., April 13-16. 
Headquarters, Bon Air-Vanderbilt Hotel. Ex- 
ecutive manager, Fred N. Shepherd, 110 East 
42nd street, New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, June 8-12. Secretary, Richard W. 
Hill, 110 East 42nd street, New York City. 


CENTRAL STATES BANK MANAGEMENT 
CONFERENCE, Washington, D. C., February 
26-27. Under the auspices of the American 
Bankers Association and the various state 
bankers’ associations. 


DistrRicT OF COLUMBIA BANKERS ASssO- 
CIATION, Hot Springs, Va., June 18-21. Sec- 
retary, George O. Vass, Riggs National 
Bank, Washington, D. C. 


EASTERN REGIONAL SAVINGS CONFERENCE, 
New York, March 19-20. Headquarters, 
Hotel Commodore. Under the auspices of 
the Savings Bank Division, American Bank- 
ers Association. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September. Executive secretary, 
Preston E. Reed, 231 South La Salle street, 


Chicago. ; 


FourTH SOUTHERN TRUST CONFERENCE, 
Charleston, §. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


ILLINOIS BANKERS ASSOCIATION, Chicago, 


June 22-24. Secretary, M. A. Graettinger, 
208 South La Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, June 10-11. Mid-winter meeting, 
January 28. Secretary, Forba McDaniel, 310 
Odd Fellows Building, Indianapolis. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24. Secretary, Frank Warner, 430 


Liberty Building, Des Moines. 


Mip-WESTERN BANK MANAGEMENT CON’ 
FERENCE, Kansas City, Mo., March 19-20. 
Under the auspices of the Bank Management 
Commission of the American Bankers Asso- 


ciation and the various state bankers’ associa- 
tions. 


Mip-WINTER Trust CONFERENCE, New 
York City, February 17-19. Headquarters, 
Hotel Commodore. Under the auspices of 
the Trust Company Division, American 
Bankers Association. 


NATIONAL ASSOCIATION OF MUTUAL Sav: 
iNGs BANKs, Washington, D. C., May 20-22. 
Headquarters, Mayflower Hotel. Secretary, 
John W. Sandstedt, 347 Madison avenue, 
New York City. 


NaTIONAL SAFE 
Chicago, spring of 


Deposir CONVENTION, 
1931. 


New Mexico’ BANKERS ASSOCIATION, 
Carlsbad, April 24-25. Secretary, Mrs. Mar- 
garet Barnes, 318 North Sixth street, Al- 
buquerque. 


New York StaTE BANKERS ASSOCIATION, 
mid-winter meeting, New York City, Janu- 
ary 22. Acting secretary, Clifford F. Post, 
33 Liberty street, New York City. 


PENNSYLVANIA BANKERS ASSOCIATION, 
Atlantic City, May 13-15. Headquarters, 
Hotel Traymore. Secretary, C. F. Zimmer- 
man, Huntingdon. 


Savincs BANK ASSOCIATION OF Massa- 
CHUSETTS, Lenox, Mass., September 24-26, 
Headquarters, Hotel Aspinwall. Executive 
secretary, Dana Sylvester. 


SoutH DaxoTtaA BANKERS ASSOCIATION, 
Huron, June 24-26. Secretary, Geo. A. 
Starring, City Hall Building, Huron. 


ASSOCIATION, San 
Secretary, W. A. 


An- 
Phil- 


Texas BANKERS 
gelo, May 12-14. 
pott, Jr., Dallas. 


U. S. BuILpING AND Loan LeacueE, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 


street, Chicago. 


VirGINIA BANKERS’ ASSOCIATION, Hot 
Springs, June 18-21. Secretary, C. W. Beer- 
bower, First National Exchange Bank, Roa- 
noke. 


WESTERN BANK MANAGEMENT CONFER’ 
ENCE, Salt Lake City, March 26-27. Under 


- the auspices of the Bank Management Com- 


mission of the American Bankers Association 
and the various state bankers’ associations. 


West VirGINIA BANKERS ASSOCIATION, 
Morgantown. Secretary, J. S. Hill, Charleston. 
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Save.. 


without 
sacrifice 






The finest accommodations 
and service, ina modern, select 
hotel, located in the heart of 
the Fifth Avenue Hotel Center. 


ECONOMY RATES 


for one person 
(DOUBLE BED) (TWIN BEDS) 


$3.50_$4 $586 


for two persons 


only $1 additional 


any room 


SUITES, Parlor, Bedroom and Bath 
(one or two persons) $9, $10, $12 


801 ROOMS 


Each with private bath (tub and shower) 
circulating ice water, mirrored doors. 


In the Grand Central Zone—a short 
walk from Fifth Avenue’s smart shops 
and Broadway’s Theatres. 
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A. B. A. AGRICULTURAL 
COMMISSION MEETS 


THE Agricultural Commission of the Amer- 
ican Bankers Association, held a conference 
on banker-farmer relations at the Oliver 
Hotel, South Bend, Ind., December 4 and 5, 
with Alexander Legge, chairman of the Fed- 
eral Farm Board, as the principal speaker. 

H. Lane Young, executive manager Citi- 
zens & Southern National Bank, Atlanta, 
was chairman of the commission. 

The program of the conference was as 
follows: December 4, 9 a. m.—opening re- 
marks, Rome C. Stephenson, president 
American Bankers Association. Round 
table discussions: The highest rating state in 
banker-farmer activities in each district, and 
why, by commission members; what com- 
mission members can do to further banker- 
farmer activities in the respective districts, 
led by President H. A. Morgan, University 
of Tennessee, followed by general discussion. 
Luncheon at 12.30. 

Session at 2 o'clock on Effect of Foreign 
Competition on United States Agriculture: 
“A Brief Sketch of Present Conditions,” 
Dean H. L. Russell, Wisconsin College of 
Agriculture; “Competition in the Wheat In- 
dustry,” President F. D. Farrell, Kansas 
Agricultural College; “Travels in Russia,” 
Dr. J. G. Dickson, Wisconsin College of 
Agriculture, just returned from Russia, sent 
by the United States Department of Agri- 
culture to study conditions; “How the For- 
eign Situation Will Affect Us,” Dean J. H. 
Skinner, Purdue School of Agriculture, and 
President H. A. Morgan, .University of 
Tennessee. 

Evening meeting, 6  o'clock—banker- 
farmer banquet with program in charge of 
Purdue School of Agriculture with Dean 
J. H. Skinner presiding: “Importance of 
Dairy Farming in Marshall County,” L. M. 
Butler, County Agent, Marshall County. 
“How the Herd Improvement Association 
Saved the Farm,” in charge of group led by 
O. W. Mansfield, County Agent LaPorte 
County. Presentation of suggested plan of 
banker-farmer co-operation for the South 
Bend district, E. A. Gannon, Purdue School 
of Agriculture. “In Conclusion,” Dean H. 
Otis, Director Agricultural Commission. 

Friday, December 5, 9 a. m.—Tour to 
Ira Eby Ayrshire Farm, Marvin Eby Guern- 
sey Farm and a peppermint farm. Noon, 
luncheon in the country. Afternoon, 1.30 
o'clock, visit to Studebaker plant and other 
industrial enterprises of South Bend. 


MANAGEMENT CONFERENCE 
IN SALT LAKE CITY 





A WESTERN bank management conference, 
the second to be held in that section under 
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the auspices of the American Bankers As- 
sociation in conjunction with the state bank- 
ers associations, will be held March 26-27 in 
Salt Lake City. The conference district in- 
cludes the states of Arizona, California, 
Colorado, Idaho, Montana, Nevada, Oregon, 
Utah, Washington and Wyoming. Details 
»f the conference will be arranged by the 
bankers’ associations of these ten states in 
conjunction with the bank management com- 
mission of the American Bankers Associa’ 
tion. 


NEW JERSEY TRUST 
CONFERENCE 


Four hundred members of the New Jersey 
Bankers Association attended the second 
annual trust conference of the association, 
held last month in Trenton. The program 
included addresses on’ timely trust subjects 
by Henry E. Sargent, deputy manager of 
the American Bankers Association trust com- 
pany division: George Compton, of the state 
department of banking and insurance; Robert 
Griswold, chairman of the A. B. A. com- 
mittee on co-operation with the bar; Carl W. 
Fenninger, vice-president Provident Trust 
Company of Philadelphia; and Waldron M. 
Ward, Newark attorney; Roger B. Hull, 
managing director of the National Associa- 
tion of Life Underwriters; Thomas J. Mce- 
Grath, assistant secretary of the New Jersey 
Title Guarantee @ Trust Co. 


ARIZONA BANKERS MEET 


C. B. Y. Hinp, vice-president of the Old 
Dominion Bank of Globe, Ariz., was elected 
president of the Arizona Bankers Associa- 
tion for the coming year at the association's 
annual meeting in Tucson. Other officers 
elected were: W. C. Weise, of the Phoenix 
National Bank, vice-president; Morris Gold- 
water, of Prescott, secretary; and M. B. 
Hazeltine, of Prescott, treasurer. 

Among the speakers were Herbert V. 
Prochnow of the First National Bank of 
Chicago and W. R. Morehouse,  vice- 
president of the Security-First National Bank 
of Los Angeles. 


INVESTMENT BANKERS 
ORGANIZE IN TEXAS 


TEN investment banking institutions in 
Texas are charter members of an Investment 
Bankers Association of that state, which was 
organized this fall for the purpose of edu- 
cating the public of the state along the lines 
of selected buying, as well as to protect their 
clients from questionable investments. 

The membership in the association is open 


Father Time Resigns in Favor of 
CGelechron Glectric Clocks 
ELECHRON Electric Clocks, 
in beauty of design, will agree 

with your own good taste. There 

are Telechron clocks for wall or 
mantel, desk or dressing table. For 
room in the home or office. 

See your nearest Authorized Tele- 

Dealer now and eliminate 

winding, oiling, cleaning and regu 

lating from your clock 

From $9.75 up. 


Celechnon 


The ELECTRIC CLOCK 


every 
chron 


routine. 


to firms with a minimum capital of $50,000. 

L. B. Duquette, vice-president of the 
Guardian Trust Company of Houston, was 
elected president of the association, and Fort 
Worth was designated as association head- 
quarters. 


F. A. A. COMMITTEE TO MEET 
IN NEW YORK 


THE 
committee of the Financial Advertisers As- 
sociation will be held at the Hotel Com- 
modore, New York City, February 16. H. F. 
Pelham, vice-president Citizens and Southern 
National Bank, Atlanta, is chairman of the 
committee. 


first meeting of the trust development 


CENTRAL ATLANTIC STATES’ 
MANAGEMENT CONFERENCE 


CENTRAL Atlantic states will hold their sec- 
ond bank management conference in Wash- 
ington, D. C., February 26-27, under the 
auspices of the American Bankers Associa 
tion, with the co-operation of the state 
bankers’ associations in the Central Atlantic 
group. The District of Columbia Bankers 


Association will act as host. 
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THE CORPORATION MANUAL 


Thirty-second Edition 


A systematic arrangement of the Statutes 
affecting both Foreign and Domestic Corpo- 
rations; the Uniform Stock Transfer Act; 
the “ Blue Sky ” laws; the Anti-Trust Laws 
in all states. Forms and Precedents. 2585 
pages; strong Buckram binding, 


Published by 


United States Corporation Company 


150 Broadway, New York 


Successful bankers, chosen because of their 
qualifications to present practical knowledge 
gained from first-hand experience, will ad- 
dress the delegates, who will include bankers 
from Delaware, Maryland, New Jersey, New 
York, Pennsylvania, Virginia, West Vir’ 
ginia and the District of Columbia. 


NEW YORK BANKERS TO MEET 


JosepH A. BRODERICK, superintendent of 
banks; Luther K. Roberts, chief national 
bank examiner for the second Federal Re- 
serve district; and Richard Whitney, presi- 
dent of the New York Stock Exchange, will 
speak at the annual mid-winter meeting of 
the New York State Bankers Association, to 
be held in the Federal Reserve Bank in New 
York City on January 22. Bank manage 
ment will be the subject of the meeting. 


ASSOCIATIONS MERGE 


THE merger “fever” has spread from banks 
to bankers’ associations, if the recent move 
of two New England organizations is a 
criterion. At the nineteenth annual dinner 
of the Associated Savings Banks and Trust 
Companies, held in Boston last month, an- 
nouncement was made of the merger of that 
association with the Massachusetts Trust 
Company Association. The merger unites 
two of the most important banking associa- 
tions in Massachusetts. 


CENTRAL HANOVER NEW 
APPOINTMENTS 


THE Central Hanover Bank and Trust Com- 
pany, New York, has announced the ap- 
pointment of John J. Quirk and J. Eustace 
Bizzell as assistant managers in the foreign 
department; and George EE. Ehrhardt, 
Charles A. Senior, A. Richard Towers, Jr., 
and Arthur H. Edwards as auditors. 


NEW MANAGER FOR HIBERNIA 
BANK BUILDING 


Ropert F. SCHWANER has been appointed 
manager of the Hibernia Bank building, 
New Orleans, to succeed Leonard W. 
Noyes, who died last month. Mr. Schwaner 
has been with the Hibernia Bank & Trust 
Company since 1919 and for the last several 
years has been chief clerk and assistant 
cashier. 


INTERNATIONAL-MADISON 
ELECTIONS 


THe International-Madison Bank and Trust 
Company, New York, has announced the 
election of Daniel L. Reardon, vice-president 
of the U. S. Trucking Company and presi- 
dent of the Independent Warehouse, Inc., as 
a director, and of Alexander H. Walsh, 
formerly vice-president of the Chatham 
Phenix National Bank and Trust Company 
of New York, as vice-president. Mr. Walsh 
will be affiliated with the new 37th street 
office to be opened early this year. 


EXTRA DIVIDEND 


AN extra dividend of 25 cents a share was 
paid to stockholders of the First National 
Bank in St. Louis on December 15. This 
is the second extra dividend paid to stock- 
holders by this institution. A special divi- 
dend of a like amount was paid May 31, 
making the extra cash dividends paid dur- 
ing the year total $302,500. This, with 
regular dividends, totals $2,117,500 for the 
year. 


NEW OFFICER FOR FOREMAN- 
STATE 


MELvIN H. Sow .es, for several years vice- 
president of Walker Brothers, Bankers, of 
Salt Lake City, has been elected a vice- 
president of the Foreman-State National 
Bank of Chicago. 

Mr. Sowles entered the banking field in 
1918, when he joined McCormick & Co., 
Bankers, of Salt Lake City, as vice-president. 
In 1921, when the business of that bank 
was taken over by Walker Brothers, Bank- 
ers, he became vice-president of the latter 
organization. 

The new vice-president of the Foreman- 
State National Bank has been identified for 
many years with local and national credit 
associations and in 1915 was elected a di- 
rector of the National Association of Credit 
Men. His advice has been extensively 
sought because of his wide knowledge of 
credit and financial conditions in the western 
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territory. His interest in public affairs is 
attested by his connections with various 
community organizations such as the Cham- 
ber of Commerce, Intermountain Associa- 
tion of Credit Men, Associated Industries, 
Taxpayers’ Association, Rotary Club, Com- 
munity Chest, and -other such activities. 

Mr. Sowles was born in Salt Lake City, 
and after completing a high school course 
entered the employ of the Salt Lake Hard- 
ware Company at the age of seventeen, 
with the ambition at that time of entering 
the legal profession. Early responsibilities 
and opportunities, however, carried him 
along a business career, and at the age of 
twenty he became secretary and treasurer of 
the Salt Lake Hardware Company. He con- 
tinued with that company for fourteen years, 
during which time he was an important 
factor in building that organization from a 
modest firm to one of the most important 
hardware jobbing concerns in the United 
States. 


ELECTED TO OMAHA BANK 


SHIRLEY S. Forp, vice-president of the 
Great Falls National Bank, Great Falls, 
Mont., has been elected vice-president of 
the United States National Bank of Omaha, 
Neb. The Great Falls institution was 
founded by Mr. Ford's father and _ his 
brother, Lee M. Ford, is its president. 


RAILROAD MAP DISTRIBUTED 


THE International Manhattan Company, Inc., 


the investment securities unit of the Man- 
hattan Company, New York, is distributing 
a comprehensive statistical map showing the 
trunk lines of the principal railroad com- 
panies in the United States. Seventy-one 
railroads are included. 

A chart below the map shows the actual 
earnings of these roads for September and 
the period from January 1 co September 30, 
1930, with a comparison of the years 1929 
and 1930. The chart gives a number of 
valuable statistics in regard to earnings, etc. 


HEADS BANK OF SICILY TRUST 
COMPANY 


ALMERINDO PorRTFOLIO has been elected 
president of the Bank of Sicily Trust Com- 
pany, New York, to succeed Italo Palermo, 
who has resigned. Leonardo Barbanzolo 
has been elected executive vice-president. 


EXECUTIVE DIES 


PATRICK JOHN QUEALY, president of the 
First National Bank of Kemmerer, Wyo., 
died recently at his home. 


Major FRANK M. STANTON 


Of Harris, Forbes & Company. 


MAJOR STANTON HONORED BY 
WEST POINT SOCIETY 


Major Frank M. Stanton, director of 
Harris, Forbes & Company, and one of the 
best known of the younger men in Wall 
Street, has been elected president of the 
West Point Society of New York. Major 
Stanton, who was elected at the annual 
meeting of the board of governors, suc- 
ceeds Brigadier General Lincoln Andrews. 
The West Point Society of New York is 
composed of retired and resigned United 
States Army officers who are graduates of 
West Point. A large proportion of the 
members of this society are Wall Street 
executives. 


CAHILL ON LEGISLATIVE 
COMMITTEE 


M. H. CAHILL, vice-president and chairman 
of the executive committee of the Broad: 
way and Plaza Trust Company of New 
York, has been appointed a member of the 
legislative committee of the New York 
State Bankers Association. 


WITH MANHATTAN TRUST 


Rosser J. SMITH, formerly cashier of the 
Virginia National Bank, Norfolk, Va., has 
joined the Bank of Manhattan Trust Com: 


pany, New York, as assistant treasurer. 
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OFFICES CONSOLIDATED 


THE Franklin Trust and Nassau offices of 
the Bank of America National Association, 
New York, have been consolidated and the 
Brooklyn head office of the bank. will be 
maintained at the latter location, 16 Court 
street. The bank has thirteen other offices 
in Brooklyn. 





© BLANK-STOLLER 

WINTHROP W. ALDRICH 
President of the Chase National Bank 
of New York, who has been elected 
commodore of the New York Yacht 


Club. 


MANUFACTURERS TRUST 25 
YEARS OLD 


THE growth of the Manufacturers Trust 
Company of New York during its twenty- 
five years of existence was celebrated by the 
directors and officers at a silver anniversary 
dinner November 21. Four men who have 
been closely identified with the progress of 
the bank—Nathan S. Jonas, first president 
and now chairman of the board; Ralph 
Jonas, a director; James H. Conroy, secre- 
tary of the bank when it opened and now 
executive vice-president; and MHenry C. 
Von Elm, who has grown up with the 
bank and is now its president—were pre- 
sented with watches by the official staff. 

The company has developed from the 
Citizens Trust Company, which was estab- 
lished in the Williamsburg section of 
Brooklyn. 


TRIBUTE PAID TO PERCY H. 
JOHNSTON 


PusLic tribute in the form of a full-page 
advertisement published in the newspapers 
of Louisville, Ky., was paid to Percy H. 
Johnston, president of the Chemical Bank 





© aianx-stouter 
Frercy H. JOHNSTON 
President the Chemical Bank and 
Trust Company, New York. 


and Trust Company of New York, for the 
aid rendered by him to Kentucky banks 
during their recent difficulties. The ad- 
vertisement stated that “a great service to 
this community has been rendered by Mr. 
Percy H. Johnston, president of the Chemical 
Bank and Trust Company of New York, 
who is responsible for the reopening of the 
Security Bank.” 

One of the Louisville newspapers also 
published an editorial praising Mr. Johnston 
for his assistance. 


H. A. KAHLER WITH BANK OF 
MANHATTAN TRUST 


Harry A. KAHLER, president of the Ameri 
can Trust Company of New York, which 
was recently merged with the Bank of 
Manhattan Trust Company, has been elected 
vice-chairman of the board of directors of 
the latter company. Mr. Kahler is also 
chairman of the board of the New York 
Title and Mortgage Company, which is, 
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like the Bank of Manhattan Trust Com- 
pany, afhliated with the Manhattan Com- 
pany. 

A number of men who were formerly 
associated with the American Trust Com- 


pany have been added to the Queens execu- 
tive committee of the Bank of Manhattan 
Trust Company. They are A. C. Horn, 
Solwin W. Smith, Walter Roberts, Frank 
B. Lasette, Harry Snyder, Henry Merkel, 
Armand Brunswick and Charles W. Froessel. 


LONSDALE VICE-PRESIDENT 
U. S. CHAMBER OF 
COMMERCE 


JoHNn G. LoNsDALE, president of the Mer- 
cantileCommerce Bank and Trust Company 
of St. Louis and former president of the 
American Bankers Association, has been 
chosen by the board of directors of the 
United States Chamber of Commerce as 
vice-president of that organization. Mr. 
Lonsdale has been a director in the United 
States Chamber of Commerce since 1925 
and has served as chairman of the finance 
department, chairman of the committee on 
aeronautics and a member of a number of 
other committees. 


SALEM BANK SIXTY-TWO 
YEARS OLD 


A sHorT history of Ladd & Bush, Bankers, 
of Salem, Ore., is published in the Novem- 
Ladd @ Bush Annual. The 
bank was established in 1868 by Asahel 
Bush and was owned jointly by Mr. Bush 
and the Ladd & Tilton Bank of Portland, 
Ore. Four deposits, totaling $1450, and 
nine loans were made the first day of 
business, interest at the rate of 12 per cent. 
being collected in advance on the loans. 
At the end of the first year of business, 
deposits totaled $80,000, an amount which 
had grown to the total of $6,513,320, as 
shown in the report of September 24, 1930. 
As of the same date total resources were 


$7,178,530. 


oer, 1930, 


BANK OF MANHATTAN OPENS 
NEW BRANCH BUILDING 


THE Bank of Manhattan Trust Company, 
New York, formally opened a new building 
last month at 74-03 Metropolitan avenue, 
Middle Village, in the Borough of Queens. 
The building is of limestone and granite, in 
the Renaissance style. Above the bronze 
entrance doors is a_ plaque depicting 
Oceanus, the God of Water, a trade-mark 
chosen for the bank by its founders in 
1799. 
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A public space in the center of the 
banking room is surrounded with a bank 
screen of walnut and marble. The floor 
is of terrazzo with marble borders. The 


from the 
consulta- 


safe deposit department, entered 
main lobby, contains the vault, 
tion rooms and coupon booths. 


NEW YORK TITLE DIRECTOR 


STANLEY P. Japwin, president of O. H. 
Jadwin Sons, Inc., has been elected a direc’ 
tor of the New York Title and Mortgage 


Company. Mr. Jadwin is well known in 
the wholesale drug trade as well as in 
financial circles. He is vice-president of 





JADWIN 


STANLEY P. 


President of O. H. Jadwin Sons, Inc., 


who has been elected a director of 
the New York Title and Mortgage 


Company. 


American Home Products, Inc., president 
of the Sterling Remedy Company and a 
director in the Bayer Company, Inc., and 
Drug, Inc. He is also a director in the 
Dime Bank of Brooklyn and the 
Brooklyn Gas Company. 


Savings 


LIQUIDATING COMPANY PAYS 


DIVIDEND 
TWENTY-FIVE hundred holders of stock 
in the Bank of Commerce Liquidating 
Company, St. Louis, received a dividend 
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of $500,000, or $5 a share, last month, 
making a total of $3,500,000 paid out in 
liquidating dividends, including the distri- 
bution in liquidation of assets of the Federal 
Commerce Trust Company, since the con- 
solidation of the National Bank of Com- 
merce and the Mercantile Trust Company 
in May, 1929. Additional dividends will 
be paid as assets are converted into cash. 


GUARDIAN DETROIT UNITS 
ARE MERGED 


THE First National Bank & Trust Company 
and the Federal Commercial & Savings 
Bank, of Port Huron, Mich., both members 
of the Guardian Detroit Union Group, Inc., 
have: merged as the First National Trust & 
Savings Bank. The bank has total re- 
sources of more than $15,000,000. 

Stephen A. Graham, formerly president 
of the Federal Commercial & Savings Bank, 
is president of the new bank, and Dan D. 
Brown, formerly president of the First Na- 
tional Bank & Trust Company, is chairman 
of the board. All employes of both banks 
have been retained. 


SAVINGS BANKS PLAN 
CAMPAIGN 


A NATION-WIDE campaign to combat “un- 
scrupulous methods’ employed to divert 
savings from savings banks is to be carried 
on by the savings bankers of the country, 
under the leadership of the Savings Bank 
Division of the American Bankers Associa- 
tion. The campaign will include newspaper 
advertising purposed to make savings ac- 
counts more popular and to counteract the 
efforts of numerous competitors of savings 
banks. 

The first feature of the campaign will be 
seventy-two newspaper advertisements pre- 
pared by experts for the use of the banks 
in their local papers. These advertisements 
have been divided in such a way as to 
provide a change of copy every two weeks 
throughout the year and also to accommo- 
date more than one bank in a community 
without duplication of copy. In addition, 
posters for display, radio talks, plans for 
business-getting campaigns and_ other 
methods of advertising have been prepared 
by the committee. 

The committee in charge of the campaign 
consists of W. R. Morehouse, vice-president 
Security-First National Bank, Los Angeles, 
chairman; Clinton F. Berry, vice-president 
Union Guardian Trust Company, Detroit; 
Guy W. Cooke, assistant cashier First Na- 


tional Bank, Chicago; E. Herman Ernst, 
assistant treasurer Fordham Savings Bank, 
New York City; Alfred H. Hastings, treas- 
urer Springfield Institution for Savings, 
Springfield, Mass.; J. V. Holdam, assistant 
vice-president First National Bank, Chat- 
tanooga; F. R. Kerman, vice-president Bank 
of America N. T. & S. A., San Francisco; 
Don Knowlton, manager publicity depart- 
ment Union Trust Company, Cleveland; 
and J. A. Price, advertising manager 
People’s Pittsburgh Trust Company, Pitts- 
burgh. 


NEW INTERESTS BUY INTO 
MANUFACTURERS TRUST 


Harvey D. Gipson has resigned from his 
position as chairman of the executive com- 
mittee of the New York Trust Company 
and has become president of the Manufac- 
turers Trust Company of New York, fol- 
lowing the purchase by him and a group of 
associates of the larger portion of the bank's 
stock formerly held by the Goldman Sachs 
Trading Corporation, giving them a work- 
ing control of the bank. Several of Mr. 
Gibson’s associates in the purchase, whose 
names have not been revealed, will be added 
to the bank’s directorate in the near future. 

Nathan §S. Jonas will rmain as chairman 
of the board and Harry C. Von Elm, who 
has been president, will become vice-chair- 
man of the board. According to a state- 
ment by Mr. Jonas, “no other changes in the 
personnel of the institution are contem- 
plated.” 

Mr. Gibson’s statement, said, in part: 

“It is because my associates and I believe 
so firmly in the opportunities for the en- 
largement and expansion of the service of 
an institution of this kind that we have in- 
vested our money in the purchase of a large 
block of its stock and expect to take an 
active interest in its development. 

“The Manufacturers Trust Company has 
passed through an unusually trying time 
with great credit to itself. Before making 
our investment we made a most careful in- 
quiry into its condition and are convinced 
that its financial statement reflects unusual 
strength. When business revives, as it surely 
will, the strong present position of the 
Manufacturers Trust Company affords a 
foundation upon which a far larger and 
greater institution will be built up, with 
benefit, we are convinced, to the stockhold- 
ers, the depositors and the business com- 
munity generally.” 

The January 2, 1931, statement of the 
bank showed capital of $27,500,000, surplus 
and undivided profits of $23,610,265, de- 
posits of $219,412,738 and resources of 
$326,976,850. 





First National Bank, Mt. Vernon, N. Y. 


HEN the building of the First National Bank of 

Mt. Vernon, N. Y., was remodeled recently, an 
entirely new interior was provided. In the above view of 
a portion of the new main banking room the safe deposit 
and security vault space may be seen in the rear. Counters 
are of marble and bronze, and the floor is of travertine. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street P P ° P New York 
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Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 


Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Co. 


Factory— Hamilton, Ohio 


New York Chicago San Francisco Birmingham Boston St. Louis 





Los Angeles 
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PENNSYLVANIA COMPANY 
STATEMENT 


STATEMENT of condition of the Pennsyl- 
vania Company for Insurances on Lives and 
Granting Annuities, Philadelphia, as of De- 
ember 31, 1930, showed total resources of 
$279,810,879, a gain of approximately $9,- 
100,000 since September 24, when resources 
totaled $270,877,417. In the same period 
feposits have increased from $217,031,980 
o $220,739,126. 

The company has capital of $8,232,400, 
surplus of $34,000,000, undivided profits of 
$2,675,083, reserve for contingencies of 
$1,000,000. Personal trust funds total 
$753,681,883 and corporate trust funds 
$1,891,355,164. 


USING BLOTTERS FOR CALLING 
CARDS 


By PAULINE SLAUGHTER 


RMED with a pocketful of blot- 
A= Harry W. Risley, manager 
of the business extension depart- 
ment of the National City Bank of 
Denver, Colo., makes his daily calls. 
When Mr. Risley’s banking hours 
are over, he is to be found renewing 
old acquaintances, making new ones, 
and making the bank with which he is 
associated felt in the South Denver 
community. He makes six or eight calls 
each day and he goes always armed 
with this pocketful of blotters which he 
says are much more effective than a 
business card. 
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The blotters are of a very heavy 
weight blotting paper, meant for ser- 
vice. They carry a picture in etching 
style, of the bank entrance, and the 
legend, “This strong bank is in hearty 
accord with the ‘Buy-it-in-South-Denver’ 
movement and urges everyone to carry 
a bank account on the South Side.” 

Also on one side of the blotter ap- 
pears a smal! three-month calendar. 
Each issue of the blotter, therefore, is 
printed three months after the last one. 
Mr. Risley says he finds these blotters 
being constantly in use when he calls 
with the new three-month calendar to 
follow up the last. 

The National City Bank spends ap- 
proximately $35 every three months for 
this type of advertising. About sixty 
pounds of blotting paper are used, of 
the size 19 by 24. Approximately two 
thousand blotters may be cut from this 
amount. 

Although the National City Bank 
blotters are quite heavy, they are used 
in most correspondence. Because of the 
three calendar months printed on them, 
it would be a waste of material to use 
a cheaper grade of blotting paper. 

Business houses in the South Denver 
community which need blotters for their 
own use are generously supplied by the 
bank. 

A. E. Upton, president of the Na- 
tional City Bank, says he has much 
faith in this particular type of adver- 
tising. 


The Pride of South Denver 


NATIONAL CITY BANK 
of DENVER 


Some Larger 
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None Stronger 


IS Strong Bank is in hearty ac- 
cord with the “Buy -it-in-South- 
Denver” movement and urges 


everyone to carry a bank account on the 


South —_ 


BANK OPEN 
SATURDAY 
EVENINGS 
6to8o0'CLOCcK 


pai — — 


tert ion 
A. B. Urron, 
Eaweer B. Coven: Vodeen ann Cashier 
Lvowal> H. Booms, Asst. Ceahier 


BROADWAY 
AT BAYAUD 
TELEPHONE 
SO. 1624-1625 
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The blotter which is used as a calling card by the manager of the business ex- 
tension department of the National City Bank of Denver, Colo. 
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1930 Bank-Stock Market 


By Morris A. SCHAPIRO 
Chief Statistician, Hoit, Rose & Troster 


ROM every statistical considera- 

tion, bank stocks have gone through 

a market readjustment of a very 
devastating character. They have 
moved from a 1.39 per cent. yield basis 
to 5.56 per cent. on December 17. En- 
tering the new year, we find bank 
stocks on a 4.75 per cent. basis; indus- 
trials on a 5.95 per cent. basis, as 
against 3.15 per cent. at the 1929 peak; 
rails at 7.13 per cent. instead of 3.84 
per cent.; utilities at 4.50 as against 
1.65 per cent. 

Undoubtedly, the recent banking sus- 
pensions brought on a hurried and 
nervous liquidation by holders of these 
securities. In the recent sessions, ac- 
cumulation and buying by strong in- 
terests was plainly evident. The greater 
acceptability of bank stocks as good 
collateral by banks and Stock Exchange 
houses will act as a stabilizing influence. 

The low point of the bank stock 
market in 1930 was reached on Decem- 
ber 17. On that day the open market 
value of sixteen leading New York banks 
and trust companies totaled $2,800,000,- 
000, which compares with $6,400,000,- 
000 obtained on April 12, the high for 
1930, and with $10,000,000,000 on 
October 14, 1929, prior to the big 
break of last year. Based on the period 
of December 31, 1929, to September 


24, 1930, of sixteen leading New York 
banks and trust companies, eleven 
earned the full year’s dividend in nine 
months; of the eleven, five earned their 
dividend in the first six months. 

The composite dollar-yield, using the 
low prices of December 17, stood at 
5.563 per cent., which compares with 
2.293 per cent. on April 12 of 1930 
and with 1.397 per cent. as of October 
14, 1929. The combined capital, sur 
plus and undivided profits, and known 
equities in afhliated companies (book 
value) of the sixteen banks totaled 
$2,235,163,881, which compares with 
the aggregate open market value on 
December 17 of $2,800,000,000. 

The year-end statements reveal high 
liquidity and general banking strength. 
They are partly disappointing because 
a few show decreases in surplus to offset 
depreciation of investments and other 
write-offs. Our leading banks enter 
1931 in the soundest position they have 
enioyed for some time. 

The formal announcement on January 
5 that a banking group headed by Har- 
vey D. Gibson, chairman of the execu- 
tive committee of the New York Trust 
Company, had purchased working con- 
trol of the Manufacturers Trust Com- 
pany is of far-reaching significance in 

y 


New York City banking. 


DOLLAR-INDEX FIGURES 


SIXTEEN LEADING New York BANKS AND TRUST COMPANIES 


Nov. 29, 1930 
Dec. 6, 1930 
Dec. 13, 1930 
Dec. 17, 1930 
(low for year) 

Dec. 20, 1930 
Dec. 27, 1930 
Jan. 3, 1931 
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0.778 3. 4.018 
0.832 2. 4.305 
0.774 \ See 4.005 





View of the interior of the newly remodeled First National Bank of Mt. Vernon. 
N. Y., looking toward the front. Half of the main banking room and the officers’ 
space may be seen. 


This general customers’ room of the First National Bank of Mt. Vernon, N: Y., is 
located directly in front of the main entrance vestibule and serves both sides of the 
banking room. The remodeling is from plans of Holmes & Winslow, bank architects 


of New York. 
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New building of the branch office of the New York Trust Company, at Fifth avenue and 
57th street, New York City. 





The New York Trust Company 


HE New York Trust Company 

of today represents a consolidation 

of three banks—the New York 
Security and Trust Company, the Con- 
tinental Trust Company of the City of 
New York and the Liberty National 
Bank. 

Each of these institutions, united to 
form the present company, was dis- 
tinguished by the prominence of the 
men who sponsored it and all were 
notable for their conservative policies, 
the influence they exerted in the bank- 
ing community and the unvarying 
strength and solidity of their position. 

The nucleus of the present company 
was the New York Security and Trust 
Company, which was organized in 1889, 
with an original capital of $1,000,000. 
This was subscribed for at $150 a share 
which provided a surplus of $500,000. 
Charles S. Fairchild, who had served as 
Secretary of the Treasury in President 
Cleveland’s Cabinet, was the first presi- 
dent and continued in this office until 
1904. 

Among the outstanding men included 
in the list of incorporators of the New 
York Security and Trust Company were 
James J. Hill, James Stillman, William 
H. Appleton, Lcomis L. White, Wil- 
liam L. Strong. William F. Buckley, 
Christopher C. Baldwin, Stuart C. Nel- 
son, H. Hoagland, William Woodward, 
Jr., William A. Booth, Roswell P. 
Flower, William L. Scott. William H. 
Tillinghast and William H. Beers. 

The second bank which was to be- 
come an inteoral part of the present 
New York Trust Company was the 
Continental Trust Company of the City 
of New York, which was incorporated 
on February 25, 1890. It was cap- 
italized for $500,000, which was also 
subscribed for at $150 a share, thus 
creating a surplus of $250.000. 

Its incorporators formed an equally 
representative and prominent group, 
consisting of Henrv A. Oakley, William 
Potts, William Alexander Smith, Wil- 
liam H. Wisner, Hugh N. Camp, Ar- 


thur J. Peabody, Gordon Norris, Charles 
N. Fry, Robert Olyphant, J. C. Have- 
meyer, Robert S. Holt, Henry M. Tabor 
and William Jay. 

Otto T. Bannard became associated 
with the company shortly after its for- 
mation and in 1893 became its presi- 
dent. The Continental Trust Company 
developed rapidly and in 1902 increased 
its capital stock to $1,000,000. The 
new issue was subscribed at $450 a 
share, the excess of $1,750,000 being 
added to the surplus. 

In 1891, the third unit of the present- 
day New York Trust Company opened 
its doors for business. This was the 
Liberty National Bank, and the’ story 
of its inception is an interesting one. 

One of the early units in the impos- 
ing sky line of New York was the 
building erected in 1891 at the corner 
of West and Liberty streets by the 
Central Railroad of New Jersey. Upon 
the completion of the building, a prob- 
lem arose over the matter of a tenant 
for a part of the ground floor. Several 
men prominent in financial and railroad 
circles proposed the organization of a 
bank to act as depository for the rail- 
road and the other tenants in the build- 
ing. In accordance with this suggestion, 
the Liberty National Bank was or- 
ganized and began business on October 
15, 1891. Its original capital was the 
same amount as that of the Continental 
Trust Company, namely, $500,000. 

THE FIRST MERGER 

The three banks developed indepen: 
dently of each other until 1904, when 
the first merser—that of the New York 
Security and Trust Company and the 
Continental Trust Company—was ef- 
fected. Upon the completion of this 
consolidation, additional stock amount- 
ing to $1,000,000 was issued. It was 
offered to stockholders of the New York 
Security and Trust Company at $500 
a share, thus adding ‘$1,000,000 to cap- 
ital account and $4,000,000 to surplus. 
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Stockholders of the Continental Trust 
Company received no privileges to sub- 
scribe to the additional stock, their 
stock being exchanged share for share. 
The joint capital of the new company 
was, consequently, $3,000,000. Its sur- 
plus amounted to $6,500,000 and de- 
posits $53,252,000. 

The merger enlarged the board of 
trustees of the consolidated institution 
ind established it as one of the strongest 
hoards in the city. The members of the 
yew board were: John A. McCall, 
James A. Blair, Norman B. Ream, 
James Stillman, Charles S. Fairchild, 
George W. Perkins, Otto T. Bannard, 
John W. Sterling, Edmund D. Ran’ 
dJolph, James J. Hill, E. Parmelee Pren- 
tice, B. Aymar Sands, Woodbury Lang- 
den, John S. Phipps, John B. Dennis, 
Marshall Field, John J. Mitchell, Charles 
W. Harkness, F. N. Hoffstot, Frederick 
B. Jennings, Robert W. DeForest, Gor- 
don MacDonald, Charles Parsons and 
P. A. Valentine. 

Other distinguished men who subse- 
quently served as trustees were Elbert 
H. Gary, Arthur Curtiss James, Myles 
Tierney, Joseph P. Grace, Ernst Thal- 
man, John Henry Hammond and Clar- 
ence M. Wooley. 

Shortly after the merger, Mr. Fair- 
child became chairman of the board. 
Otto T. Bannard succeeded him as presi: 
dent and continued in that office until 
1916, when Mortimer N. Buckner be- 
came president. 

On March 1, 1905, the corporate 
name was changed to the New York 
Trust Company. 

The stock was placed on a 20 per 
cent. dividend basis on July 1, 1904, 
which was increased to 32 per cent. in 
December, 1906, and continued at that 
rate until April, 1921. During the war 
an extra Red Cross dividend of 1 per 
cent. was paid. In the years following 
the merger, the general financial activi- 
ties of the bank were steadily expanded 
and deposits and surplus increased sub- 
stantially. In February, 1921, just prior 
to the merger with the Liberty National 
Bank, deposits of the New York Trust 
Company amounted to approximately 


$75,000,000 and surplus and undivided 
profits totaled $11,589,100. 


DEVELOPMENT OF THE LIBERTY 
NATIONAL BANK 


While the New York Trust Com- 
pany had been progressively extending 
the scope of its business, the Liberty 
National Bank had likewise been de- 
veloping and had become an important 
factor in New York banking. 

From the very beginning, the Liberty 
National Bank was fortunate in having 
men of great character and ability as 
directors and executives. The first 
president was Henry C. Tinker, who 
had been a member of the firm of 
Maxwell & Graves, and brought to the 
bank the experience of a varied and 
successful career. In 1901, Mr. Tinker 
was succeeded by Henry P. Davison, 
whose association with the bank began 
shortly after its organization. 

Subsequent presidents prior to the 
consolidation with the New York Trust 
Company were Edmund C. Converse, 
Frederick C. Schenck, Seward Prosser, 
Thomas Cochran and Harvey D. Gibson. 

During the first years of its existence 
the Liberty National Bank adopted an 
unusually conservative policy, no divi- 
dends being paid until 1902. In this 
year a dividend of 18.19 per cent. was 
declared and since then dividends have 
been paid without interruption. 

In 1902 the capital was increased to 
$1,000,000 and in 1917 it was again 
increased, this time to $3,000,000. In 
May, 1918, the bank expanded its 
facilities by formation of the Liberty 
Securities Corporation, owned by stock- 
holders of the bank and organized to 
finance corporate enterprises and par- 
ticipate in bond and stock syndicates. 
In August, 1919, it acquired the Scan- 
dinavian Trust Company of New York, 
which had been incorporated in 1917 
to carry on a general trust and banking 
business, particularly in connection with 
the Scandinavian countries, and had as- 
sumed a foremost place among financial 
institutions engaged in foreign trade. 
In May, 1920, a trust department was 
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organized under the provisions of the 
amendment to the Federal Reserve Act 
permitting national banks to engage in 
trust business. 

The persistent growth of the Liberty 
National Bank is summarized in the fol- 
lowing table which gives a record of its 
expansion from the time of its organiza- 
tion up to the date of its consolidation 
with the New York Trust Company: 





the New York Trust Company received 
an extra cash dividend of 8.4 per cent. 
Stockholders of the Liberty National 
Bank were given one share of New 
York Trust Company stock for each 
share they held of Liberty National 
Bank stock. 

Upon completion of the merger the 
combined capital, surplus and undivided 
profits amounted to $26,000,000; de- 


Surplus and Total 
Year Capital undivided profits Deposits resources 
POE en hite vceteieters $ 500,000 $ 1,021 $ 266,106 $ 612,128 
MEN? bg seiiwie wea evan ae ceats 1,000,000 1,805,300 8,773,100 12,089,000 
BE dee esi nel den 3,000,000 3,980,000 79,087,000 99,718,000 
ME) Sch Bigs a are th erte 5,000,000 6,830,000 115,035,000 150,354,000 
ae 5,000,000 8,054,000 100,474,000 145,290,100 


On April 1, 1921, the New York 
Trust Company and the Liberty Na- 
tional Bank of New York were con- 
solidated under the name of the former 
institution. This was one of the most 
important bank consolidations effected 
up to that time. The capital of the 
company was $10,000,000, consisting of 
$3,000,000 outstanding shares of the 
New York Trust Company; $2,000,000 
stock dividend paid to stockholders of 
the New York Trust Company, and 
$5,000,000 outstanding shares of the 
Liberty National Bank. In addition to 
the stock dividend, which was made 
payable on the basis of two-thirds of a 
share of new stock for each share held 
prior to the merger, the stockholders of 
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posits were $164,700,000, and total re- 
sources $239,900,000. 
OFFICERS 

The officers of the consolidated com- 
pany were drawn from both banks 
party to it, the president of the Liberty 
National Bank, Harvey D. Gibson, be- 
coming president of the new institution; 
Mortimer N. Buckner, the former presi: 
dent of the New York Trust Company, 
becoming chairman of the board, and 
Otto T. Bannard the chairman of the 
advisory committee. Mr. Gibson con- 
tinued as president until 1929, when he 
was succeeded by Artemus L. Gates, 
Mr. Gibson assuming the position of 
chairman of the executive committee. 


Mural painting by Griffith Baily Coale in the new branch of the New York Trust Company. 


of New York throughout fourfent. 
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The substantial growth of the New 
York Trust Company since the con- 
solidation is indicated by the following 
figures, taken from the condensed state- 
ment of condition as of September 24, 
1930: 


Capital, surplus and undivided 
profits 

Deposits 

Total resources 


$ 48,581,000 
253,697,000 
381,625,000 


The main office of the bank is at 
100 Broadway. Two branches are 
maintained, one at Madison avenue and 
40th street and the other, which was 
opened in October, 1930, on the north- 
east corner of Fifth avenue and 57th 
street. This building, of classic Greek 
design with modern adaptations, is con- 
structed of white Georgia marble and 
is one of the most distinguished struc- 
tures in the upper Fifth avenue area. 
Its site is an historic one, having been 
formerly occupied by a well known 
private residence which was one of the 
last traces of the once fashionable resi- 
dential life of the neighborhood. 

When the New York Trust Com- 
pany acquired the leasehold in 1919, 
the mansion was remodeled in such a 
way as to preserve its architectural 
beauties and at the same time provide 
all the essential features required for 
conducting a banking business. The 
growing business of the branch, how- 
ever, made larger quarters imperative 
and in providing them the New York 
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Trust Company sought to replace the 
old mansion with a building which, 
architecturally, would be in all respects 
a worthy successor. 

The interior is decorated with one of 
the largest’ mural paintings in the city, 
a 200-foot canvas upon which are de- 
picted four centuries of New York 
shipping and architecture. Commenc- 
ing with the “Half-Moon,” the develop- 
ment of shipping entering New York 
Harbor is traced throughout the succeed- 
ing three hundred years. Equally inter- 
esting is the treatment of New York 
buildings. From the early beginnings of 
a few scattered Dutch houses, the chron- 
icle continues up to the present day 
with the spire of Trinity Church burie:i 
almost out of view by the towering 
skyscrapers which surround it. 

In this branch are maintained ‘the 
vaults of the Safe Deposit Company of 
the New York Trust Company, the 
capital stock of which is owned by the 
bank. 


COMPLETE BANKING ORGANIZATLON 


The New York Trust Company of 
the present day is a complete commer- 
cial banking organization as well as a 
trust company. It has a large foreign 
department, which has developed into 
one of the most important in the coun- 
try. Banking correspondents are main- 
tained in all important foreign countries 
as well as throughout the United States. 

In recent years, or since the merger 
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feet high and represent water-front life, shipping and architecture 


fourfenturies of the city’s history. 
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One of the panels depicting present-day scenes. 


of 1921, the regular dividend has been 


20 per cent. annually. The continued 
growth of the undivided profits account 
indicates, however, that earnings have 
been greatly in excess of this amount. 

The present board of trustees, which 
is considered one of the strongest in the 
country, is composed of the following 
members: Frederick W. Allen, Arthur 
M. Anderson, Mortimer N. Buckner, 
James C. Colgate, Alfred A. Cook, 


William F. Cutler, Francis B. Davis, 
Jr., Harry P. Davison, Robert W. De- 
Forest, George Doubleday, Russell H. 
Dunham, Samuel H. Fisher, John A. 
Garver, Artemus L. Gates, Harvey D. 
Gibson, Charles Hayden, F. N. Hoffstot, 
Walter Jennings, Darwin P. Kingsley, 
Edward E. Loomis, Robert A. Lovett, 
Howard W. Maxwell, Grayson M.-P. 
Murphy, Harry T. Peters, Dean Sage, 
Louis Stewart, Jr., and Vanderbilt Webb. 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


IN NEW 
Prince- 
Press. 


Loan ASSOCIATIONS 
Howard S. Piquet. 


Princeton University 


BUILDING & 
Jersey. By 
ton, IN. j.: 
$4.15. 


THE investigation conducted by Dr. Piquet 
nd handed down in this volume is charac- 
erized by H. R. Heydon, secretary of the 
New Jersey League of Building and Loan 
Associations, in his Foreword, as being only 

means of facts to be sub- 
nitted to the verdict of public judgment. 
‘Whether the New Jersey Building and 
Loan Association should remain a_ small 
eighborhood institution,” he says, “or 
whether it should be increased in size in 
der that its ability to serve may be broad- 
ned: whether this should be brought about 
through whether such consolidation 
vill give more satisfactory returns to the 
nember, or terms to the borrower; 
whether home ownership will be made more 
ittractive for the itinerant and more en’ 
couraging for the typical thrifty; these and 
ther problems must be reasoned out. 

“Dr. Piquet not only has settled problems 
of outward fact but has weighed the feeling 
values that lie at the bottom of the 
most vital and most persistent differences in 
judgment with regard to New Jersey Build- 
ing and Loan Associations. He has shown 
that the business of building and loan has 
become sounder and safer for all concerned, 
that it has deserved and won widespread 
popularity because its growth has been 
gradual, as though it came up from the soil; 
and that it is a bit like the family itself, a 
distinctive relationship in our life of work 
and love. “ig 

Chapter headings indicate the scope of 
the volume and its presentation: Origin and 
History, New Jersey: A Building and Loan 
State, The Theory of the Building and Loan 
Association, Association Organization 
Structure, Shares and Shareholders, Invest- 
ment Worth of Building and Loan Shares, 
Loan Practices: Loan Procedure, Loan Prac- 
tices, Income from Loans, A Financial Pic- 
ture, Loan Cost to Borrowers, Building and 
Loan Personnel: Salaries, Occupations, 
Motives. 


discovering 


merger; 


easier 


as to 


and 


THE FRENCH DEFAULT. By 
Samuel, M. A. 


son. 5. shillings 


Horace B. 
London: Effingham Wil- 


IN an introductory note this statement ap- 
pears: 

“The function of this book is to demon- 
strate the manner in which the French Re- 
public obtained the sum of approximately 
£50,000,000 in sterling from British investors 
during the war period, and having so done, 
proceeded to evade their obligations by de- 


monetizing the metallic content of the franc 
to one-fifth of what it had previously been.” 
Both the Bank of England and the British 
government are severely criticised in 
nection with the issue of 
relation to these loans. 
This book deals with a subject primarily 
of concern to British 
an interest to all 
curities. If 


con: 
prospectuses in 


investors, but it has 
who invest in foreign se- 
were made in the 
currency of the country extending the credit, 
complications like that dealt with in this 
volume would be avoided, although 
then there is a possibility of a change in 
the unit of value of the lending country 
itself. But here the controversy would be 
between the lenders and their own govern- 
ment. In the case of many American loans 
payment is stipulated to be made in gold 
dollars of the present weight and fineness. 
With this clause in a contract change in the 
metallic content of the unit of would 
make no difference. 

When the English investors advanced the 
sums to France the 
near ats customary 


these loans 


even 


value 


franc was “pegged” at 
value; but in March, 
1919, the “peg” was removed, and the franc 
fell rapidly in value. The law of June 25, 
1928, altered the metallic content of the 
franc to about one-fifth its pre-war amount. 

That payment is to be made in _ this 
depreciated franc instead of a france equiva: 
lent to that existing at the time the 
were made, is the real point at 
contends that it 
creditors more 
tionals. 

This controversy is but one of many of 
various kinds likely to arise in the course 
of international lending. In 
importance of the matter, a 
understanding of the whole 
desirable. 


loans 
France 
Toreign 
Own MNna- 


issue. 
cannot treat its 
favorably than its 


view of the 
more general 


subject is 


THE UNITED 
commercial 
Hugh 


sioner, 


KINGDOM. An 
and financial handbook. By 
Butler, American Trade Commis- 
and officers of the United States 

Department of Commerce and Department 

of State. Washington: Government 

Printing Office. For sale by Superin- 

tendent of Documents, Washington. $1.75. 
As stated in the foreword, the 
this volume is thus explained: 

“The present handbook is added to the 
already numerous studies of various aspects 
of the financial, industrial and commercial 
position of the United Kingdom in order to 
present the essential facts and important de- 
velopments of the post-war period in a form 
readily accessible to the American business 
man. It represents an effort to survey 
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within the compass of a single volume the 
highly complex economic structure of one 
of the leading manufacturing and trading 
countries of the world, which is also the 
largest oversea market for American goods.” 

This purpose has been achieved, for the 
volume contains a wealth of information 
regarding all the chief economic factors 
governing the development of the United 
Kingdom. The importance of Great Britain 
in its relations to world’s trade and finance, 
and our own intimate trade connections 
with that country, combine to make the book 
of great practical value to our manufac- 
turers, foreign traders and bankers. 


INSURANCE COMPANY INDEX 


More than 400 articles and reports on 
problems of management which have been 
published by the Metropolitan Life Insur- 
ance Company, are listed in a new Index of 
Economic Reports recently issued by the 
company. The reports represent the results 
of numerous investigations carried on by 
the company’s Policyholders’ Service Bureau. 
Among them are a number of interest to 
bankers, i. e., Advertising Life Insurance 
Trusts, Budget for an Investment House, 
Developing New Business for Banks, Solicit- 
ing Wills, Trusts and Estates, etc. 


CURRENCY HANDBOOK 


A HANDBOOK of foreign currency and ex- 
change has been published by the Bureau 
of Foreign and Domestic Commerce and is 
expected to alleviate the confusion which 
arises in converting foreign monies into 
United States dollars. The book gives 
authoritative information on exchange rates 
and also presents several side lights on 
various points in monetary history, which 
should be valuable to banking institutions. 
Copies may be obtained from any branch 
office of the bureau at a nominal cost. 


PAMPHLET ON SERVICE 
CHARGES 


THE committee on analysis and_ service 
charge of the Missouri Bankers Association 
has issued a pamphlet entitled “Progress of 
a Profitable Practice,’ which outlines the 
results of a recent survey made on the use 
of the service charge by members of the 
association. 


SAVINGS BANK INVESTMENTS 


THE National Association of Mutual Savings 
Banks has announced the publication of a 
book entitled “Analysis of Laws Governing 
Mutual Savings Bank Investments.” The 
volume is 134 pages long and contains a 
condensed survey of the present investment 
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laws of eleven of the major mutual savings 
bank states. 

Copies of the publication may be pur- 
chased from the headquarters office of the 


— 347 Madison avenue, New York 
ity. 


DIRECTORY OF DIRECTORS 


THE 1930-31 edition of the “Directory of 
Directors in the City of New York,” re- 
cently issued, gives the names and business 
addresses of more than 43,000 directors in 
Greater New York, together with the names 
of the various companies with which each 
is associated. Each director listed is on the 
board of at least one company capitalized 
at $25,000 or over. The largest increase 
in any group in this edition is in that as- 
sociated with banks and investment houses, 
which made up 2000 of the increase of 
more than 6500. 


NEW BOOKS 


INVESTMENT FUNDAMENTALS. By Roger W. 
Babson. New York: Harper. $3.15. 


SUCCESSFUL SPECULATION IN  CoMMON 
Stocks. By William Law. New York: 
Whittlesey House, McGraw-Hill. $3.65. 
An outline and analysis of special value 
to the small operator 

Stocks AND THEIR MarKET Piaces. By 
Montgomery Rollins. Boston: Financial 
Publishing Company. $1.40. 

CrepIT AND Its MANAGEMENT. By James 
Harry Tregoe. New York: Harper. $3.15 

BANKING THEORY AND Practice. By 
Luther Harr and W. Carlton Harris. 
New York: McGraw-Hill. $4.19. 

Sick In BED witH Common Stocks. By 
Reed W. McNeel. Boston: McNeel In- 
stitute of Investment Education. $1.15. 
An optimistic picture of the future for 
common stock investors. 

THE WoRK OF THE Stock EXCHANGE. 
By Edward J. Meeker. Revised edition. 
New York: Ronald. $5.15. 


PAMPHLETS RECEIVED 


THE PROSPECTIVE VALUE OF INDEPENDENT 
INsPECTIONS. Published by the Pittsburgh 
Testing Laboratory, Pittsburgh, Pa. 

THE EFFect oF Non-SUBSTITUTION OF 
SECURITIES as currently practiced by 
many “fixed” trusts. A statistical study. 
Published by Insuranshares Corporation, 
49 Wall street, New York City. 

THE InsuLL Group Pusiic Utizity Prop- 
ERTIES. Published by the Insull Utility 
Investments, Inc., and Corporation Se- 
curities Company, Chicago, IIl. 








